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STATE REGULATION OF SMALL LOAN BUSINESSES 


"T= increasing use of credit by consumers, particularly 
since 1920, has brought with it additional perplexities 
and extra strains on the simple mechanisms of social con- 
trol already provided for regulation of money, goods, and things 
in action. This forward march of consumer credit, gaining new 
recruits and entire foreign legions at every step, has assaulted the 
ancient law of usury with conditional sales contracts, chattel 
mortgage loans, pseudo wage purchases, indorsed note loans, 
wage assignments, and multitudes of small change forms of evi- 
dences of indebtedness. 

Not that any form of simple usury legislation was ever proof 
against human ingenuity when applied to business. But usury 
acts have served as deterrents to timid lenders. 

Usury laws are based upon the theory that borrowers and lend- 
ers of money do not meet with equal bargaining power, and the 
borrower needs the strong arm of the state to protect him, even if 
price-fixing must be adopted. Such a theory seems rather naive to 
aggressive business agents, who find caveat emptor a much pre- 
ferred armorial insignia. 

Small wonder, then, that society should, as in every crisis, turn 
to additional legislation as a possible source of protection. That 
the supplying of credit, however, is an important function of 
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present economic society, and as such is but another business, is 
only gradually being recognized. 

Several philosophies of loan and credit regulation are involved, 
and at each session of every legislature the state’s mind must be 
made up as to which it will adopt. To state that the process of 
making up the mind is sometimes delegated to business reformers, 
politicians, lobbyists, or fear is merely repeating the influences 
out of which most legislation emerges. 

The simplest philosophy of loan law is found in the old model 
usury act, with its legal maximums applicable to every type of 
loan. Most states are reluctant to abandon usury laws or suffer 
their modification. Each whittling-away operation is painful. No 
sane person believes for a minute that a second mortgage is any- 
thing but a loan of money, regardless of its purchase fiction. 
Usury laws add at least 3-5 per cent per annum to the rate which 
could be afforded normally to junior-mortgage borrowers by a free 
market. (A central mortgage bank would help mightily, but this 
seems even more remote than repeal of usury acts.) 

What chance of passage has an act to remove second-mortgage 
loans from application of usury laws? 

Real legislative perplexity, however, appears on the scene when 
the state must modify its policy on necessitous loans. In the field 
of these small loans the very volume of transactions has forced 
legislative attention. Any activity affecting 10,000,000 families 
cannot escape attention. One small-loan chain, with offices in but 
twenty states, does business annually equal to one out of every 
hundred families in the entire forty-eight states. In 1930, 3,840 
licensees under twenty-five uniform small loan laws had transac- 
tions with one out of every six families in these states. 

First resort of the legislature is that old stand-by, the license, 
without supervision of any sort. The pawnbroker—the most an- 
cient moneylender—was the first to be licensed; and many states 
are still proud of having converted a problem into an income- 
bearing license and of having seemingly maintained the usury 
laws inviolate. Most communities still license pawnbrokers to do 
business, and leave them to their own rule-making as to rates, con- 
ditions, etc. Fortunately, pawnbroking has been relatively satis- 
factory under the license system, chiefly because the borrower 
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delivers an article of value to the lender, and redemption is not 
obligatory or payment to be accomplished by wage assignments, 
foreclosures, suits, etc. 

Another method, resorted to when the volume of business 
grows large, is the enabling act, legalizing certain schemes of lend- 
ing. By this means the troublesome new agency is given lawful 
charter status, and the state somewhat reluctantly assumes super- 
vision over its creatures. It was mainly through enabling acts 
that building and loan associations, credit unions, and industrial 
banking companies came into existence. 

A third type of regulation has occasioned those states adopting 
it more attention than the laissez faire policy which preceded it. 
I refer to the uniform small loan law, now established as state 
policy in some twenty six states. This form of regulation com- 
bines the licensing feature with supervision by a state agency and 
adds further definition to usury laws so that violators may be 
prosecuted. In other words, the mechanism necessary for enforce- 
ment of usury law policy is included within this type of law, and 
some responsibility for enforcement placed upon the supervising 
official, usually the banking superintendent. The uniform law is 
the flowering of the ancient restrictive function of the usury act, 
grafted upon a state policy of regulation of business. 

A fourth philosophy takes one into the field of state ownership 
or subsidy of small loan agencies, such as the state pawnshops of 
France. America’s nearest practical approach to this policy is to 
be found in loan extensions for agricultural purposes, although one 
county welfare committee in Wisconsin already makes non-inter- 
est-bearing loans for outdoor relief, the purest form of ‘“‘neces- 
sitous loan.’”’ Ohio once authorized municipal pawnshops, but 
none of the municipalities chose to enter the business of lending on 
pledge. 

Which policy will the states adopt in the future? This is a 
question of interest to the business man operating the finance 
company, but it is also of interest to the student of economic his- 
tory, for in no other similar period of development has the state’s 
interest and participation been so great. 

Is regulation for finance companies to be as strict and as com- 
plete as that of the Interstate Commerce Commission over trans- 
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portation agencies? Some indication of the answer may be gained 
from recent legislative experience. Table I gives some idea of the 
attention required of legislators on the question of loan-agency 
regulation. 

The bulk of legislation proposed during the past three legisla- 
tive years has had to do with uniform small-loan laws, either as 
proposals for adoption by states without such regulation or as 
proposals for changes in existing statutes. New credit-union 
statutes also account for a number. 

The trend of legislation in this three-year period is found upon 
examination of content to be definitely pointing toward restric- 
tion, stricter regulation, and greater state supervision over the 
affairs of the consumer credit business. 


TABLE I 


Number of 
Number of State Total 
Year Legislatures in s 1 Number 
Session ering Small- of Bills 


Legislation 


43 39 
II II 34 
45 40 


No new industrial banking enabling acts have been passed in 
this three-year period. On the other hand, Michigan in 1929 by 
statute forbade further charter-granting. At the same time all 
state banks were afforded privileges as chartered industrial banks. 

Attempts to simplify historical happenings are not to be en- 
gaged in lightly, but with due notice and caution, the writer at- 
tempts it for Michigan. Several years ago the state found a con- 
dition in which wage-earner and small business borrowers required 
small loans. Banks could not supply these at legal rates. The 
usury law inhibited decent business, so the loan shark was the 
only resort. Then the state passed the Uniform Law for legal 
credit on wage assignment and chattel mortgage security, and the 
Industrial Banking Act for those who could supply indorsers and 
co-makers. After the co-maker business was definitely established 
at a legal gross rate much in excess of the bank and usury rates, 
banks were invited to participate. Thus was reality served and 
the integrity of the rigid usury law maintained. 
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In New York State, the 1931 legislature acted upon recom- 
mendations of the Superintendent of Banking as to industrial 
banks, and considerably narrowed the items which are left to 
business judgment. Some changes had to do with reserves for bad 
debts and segregation of funds. The main restriction, however, 
was a limitation of certificates of investment outstanding to a 
maximum of ten times capital and surplus. This change was a 
protection to the lenders of funds rather than borrowers. 

Credit-union enabling legislation now appears in the statutes 
of thirty-three states, five states having passed such laws since 
1928. Not even the going rate on second mortgages illustrates the 
unworkability of general usury statutes so aptly as does the neces- 
sity for enabling legislation to permit credit unions to operate. A 
credit union is a co-operative savings and loan association, oper- 
ating in the field of small loans much on the same basis as the 
building and loan associations in mortgage lending. Co-operative 
associations, as such, need no special legislation; but in most 
states, before these societies can make loans both legally and 
profitably, a legislative act must be passed permitting extra-legal 
rates. In other words, without special legislation it is impossible 
for associations of persons to save and loan their own money at 
usury law rates, without dissipation of principal. 

No sooner, however, does the state give its sanction to credit 
unions than it begins to nibble at their prerogatives and to impose 
restrictions and regulations that would be hotly resented and 
vigorously resisted by any other retail business. In the last analy- 
sis, the specialized financial agency making small loans is doing a 
retail business. Some of the legislative mandates prescribe the 
type of group which may apply for a charter, the period of repay- 
ment of loans, the size of loans, the amount to be set aside for bad 
debts, circumstances under which officers may be compensated, 
etc. In one state all associations, although operating legally, are 
required to apply for charters if the business conducted approxi- 
mates that of a credit union. With such legislative encourage- 
ment, it is not surprising that state supervising officials feel au- 
thorized in some cases to criticize business policies, object to rates 
of interest paid on deposits, object to appointment of certain 
officers, and in general participate by veto power in the business 
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affairs of these associations. The extreme of supervisory interfer- 
ence is had in the case of a credit union which was granted a 
charter and ordered closed in six months for insolvency because 
the first balance showed an asset of “organization expenses” of 
$500. 

The instances I quote are amply justified by experience as being 
necessary to protect credit-union savers. I cite them mainly to 
indicate the tremendous change in state policy from the laissez 
faire philosophy of usury laws extant at the time of passage of 
credit-union enabling acts. The change is particularly striking 
when it is noted that the bulk of credit-union legislation has come 
into existence within the last ten years. 

Even the pawnbroker has not been exempt, though for years 
the only inspection touching his business was municipal license 
and police review of pledges to locate stolen articles. California in 
1929, New Jersey in 1930 and 1931, and Oregon in 1931 adopted 
state-wide laws requiring state license, bond, supervision, and ex- 
tending to such items as rates, storage, disposition of sales sur- 
plus, receipts, etc. 

As indicated previously, the attempt of uniform small-loan 
laws to regulate all loans of $300 in amount, unless otherwise 
regulated, was highly revolutionary and sure to invite annual re- 
modeling. The early laws made license-granting non-discretion- 
ary, and set up no test of fitness for applicants or minimum capital 
requirement, or determination of the needs of the community. 
Demand for small loans far exceeded the capital available. Great 
reliance was placed upon the law of competition for establishment 
of proper rates and fair treatment of borrowers. 

The tightening up of the uniform law for many years consisted 
of adding additional matter by which the punishment of loan 
sharks could be expedited. Under this heading the evasion of the 
pretended salary purchase was included and utilized to clear many 
states of a vicious menace. Lenders gained no privileges beyond 
original grants. 

The licensee is now the object of legislative attention. In recent 
years states having vigorous administration of the small loan acts 
have made cautious sallies in changing these statutes. Tinkering 
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with maximum rates has been the chief pastime of legislators. 
New Jersey and West Virginia reduced maximum rates below 
profitable operating rates, forced legitimate lenders out of busi- 
ness, and paved the way for return of loan sharks—conditions 
which existed prior to the passage of the small loan laws. Con- 
necticut in 1929 provided a minimum capital requirement and 
gave the licensing official discretionary power in granting licenses. 

The Russell Sage Foundation has completely remodeled its 
original uniform law and now presents a new draft designed for 
strict state control over licensees and swift punishment of viola- 
tors. In extenuation, the foundation insists that the changes are 
designed entirely to protect borrowers and not investors. 

The revised draft of the uniform law still retains the license 
authority but makes it a continuing one. Experience has taught 
that lenders with small capital are often irresponsible, and 
therefore a minimum capital of $25,000 is required. The granting 
of licenses is dependent upon investigation, paid for by the ap- 
plicant, which investigation must affirmatively show that the 
financial responsibility, experience, character, and general fitness 
of the applicant are such as to command the confidence of the 
community and to warrant belief that the business will be oper- 
ated honestly, fairly, and efficiently. Further, that the conven- 
ience and advantage of the community require a licensed lender. 
Revocation can be had if the law is violated or if any fact or condi- 
tion comes to exist which, if it had existed at the time of original ap- 
plication, would have warranted refusal of the license. 

Authority is given the supervisory official to promulgate rules 
and regulations, violation of which are grounds for license revoca- 
tion. Visitorial power is afforded for investigation of licensed and 
unlicensed lenders. 

Annual reports are required. A complete accounting report 
form has already been developed and is in use this year by 
Massachusetts, Connecticut, Pennsylvania, Ohio, Indiana, Illi- 
nois, Wisconsin, Iowa, and Georgia. The report is intended to 
disclose costs of doing business, income, profit, losses, etc., and to 
form a statistical base for legislative rate-making. 

Licensees are forbidden to engage in other endeavors at the 
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same place of business, and honesty of advertising is contemplated 
by a special provision which includes radio broadcasting. 

The 1931 crop of legislation affecting small loans included some 
of the foregoing regulatory proposals. Suggestions for rate maxi- 
mum reductions occurred in forty-seven bills, but in not one case 
of the entire forty-seven was the bill properly supported by ac- 
counting or statistical experience of licensees in the state. 

The state of Washington passed the revised uniform bill in one 
house but only after great protest that its strict regulatory powers 
and discretion over licensees was contrary to the Western idea of 
business independence. Failure to come to vote in the other house 
was due in part to this feeling. The New York senate unanimous- 
ly passed a similar bill which was too late for vote in the as- 
sembly. California, despite vicious resistance of loan sharks, 
adopted the new draft in part, and for the first time in its history 
hundreds of lenders will be under scrutiny of a state department. 
Virginia in 1930, New Hampshire and New Jersey in 1931, pro- 
vided investigating commissions; and a Delaware commission rec- 
ommended another commission. 

It remained for Wisconsin, the scene of many socio-politic- 
economic experiments, to suggest the strictest regulation. Dr. 
John R. Commons and Professor Groves, both of the University 
of Wisconsin, collaborated on a bill which Professor Groves in- 
troduced as a member of the Wisconsin assembly, but which had 
not been voted upon at the time of writing this article. Its chief 
revolutionary proposal is that rate-making be left to a permanent 
commission which would fix rates according to size, nature of 
security, etc. The commission is to be assisted by advisory com- 
mittees of employees, employers, social workers, legal-aid bureaus, 
bankers, and other appropriate classes of persons. 

Many regulatory features of the new uniform draft are included 
in the proposed Wisconsin bill. In addition, sections are included 
providing for (1) revocation “if the licensee shall have received 
payments from borrowers of moneys received by such borrowers 
directly or indirectly from any organized charity or public poor 
relief agency”; (2) prevention of lending or renewal of loans ex- 
cept for necessary, emergency or provident purposes, or where 
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such loans are in excess of such needs, or wherever such loans are 
contrary to public interest; (3) regulation of advertising and 
solicitation of business; (4) inclusion in all advertising of a state- 
ment of the agreed rate of interest or charge per annum; (5) 
subpoena of witnesses; (6) special reports from licensees, and (7) 
general and special orders. 

The licensee, if the act is passed, will be subject to regulations 
not imposed by any other state, forbidding (1) transaction of 
business at any other than the licensed address; (2) the taking of 
liens upon real estate, and (3) transaction of any other business in 
the same office, room, or place of business named in the license, or 
(4) reference to supervision of the business by the state. The Wis- 
consin act is noted here as indicative of a state policy of strict 
regulation. 

Oregon’s policy, adopted by the 1931 legislature for conditions 
similar to those prevailing in Wisconsin, is strikingly notable for 
its liberality. Licensed lenders of sums of $30 or less in Oregon are 
allowed to charge any rate which the borrower may contract for 
in writing. Lenders of sums from $30 to $300, if licensed, are per- 
mitted to charge 3 per cent per month on unpaid balances, plus 
certain fees. On loans up to $800, secured by automobiles or other 
“migratory chattels,” a rate of 3 per cent per month may be 
charged, plus a fee of $15 for confiscation and embezzlement in- 
surance. A liberal state pawnbroker’s act and favorable discount 
loan legislation were passed. 

The foregoing statement of small-loan regulation is confusing, 
with the author not too careful that the view should be otherwise, 
for bewildering it is to contemplate the wide divergence of legal 
rates and degrees of supervision, as well as the statements of state 
policies. 

Here is a system of production, distribution, and consumption 
of goods and services which demands credit for the consumer. The 
loan shark stands ready to meet demands for loans at “‘bootleg”’ 
prices ranging from 100 per cent to 1,000 per cent. Decent capital, 
eager for profitable and reputable outlets, is willing to make small 
loans on a cost-plus basis. 

State policy, until recently, has been expressed in simple usury 
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statutes, fixing rates which are reasonably just for bank loans or 
loans on first-grade collateral. Extra-banking rates are necessary 
for specialized financial agencies making small loans. . 

Some students urge repeal of the outworn, out-moded usury 
statutes, and return to free contract. Others advocate closely 
guarded state licensees. State policy can be trusted to determine 
the fitness of applicants for license, and for reasonable protections 
to borrowers. As a rule-maker, it is well qualified. 

Real danger is found, however, when the state attempts to sup- 
plant competition as a rate determinant or to anticipate, by re- 
strictive legislation, every possible danger to which a buyer of the 
credit commodity is subject. For every person destroyed by easy 
credit, a thousand employ it wisely and ask only the same protec- 
tions with which the state surrounds other retail businesses. 

Fortunately, enough states are experimenting at the same time 
with differing theories so that a wise state, when it must choose 
its philosophy of regulation, will have ample experience upon 
which to draw. 

LEon HENDERSON 


DEPARTMENT-STORE SALES AND ADVERTISING* 


AUSAL relations of price, style, and retail sales are im- 
portant current problems in department-store manage- 
ment. Closely akin is a problem affecting merchandising 

policy: to what extent the merchant successfully ‘“‘creates” de- 
mand in contrast to following consumer preference. 

In surveying the field for relevant data, one is impressed not 
alone with the paucity of records and the intangible bases for 
trade opinion but—even more fundamental—with the meagerness 
of analyses of fluctuations in sales and in promotional efforts. 

The present analysis, based in part upon data heretofore not 
available, attempts to measure changes in time of department- 
store sales and advertising, and to relate these to each other, to 
barometers of general business, and to such items of style and 
price as seemed generally supported by trade testimony. 

Series employed include sales of various women’s departments 
in stores of the Seventh Federal Reserve District, department-store 
advertising in the largest morning and evening Chicago news- 
papers, and total department-store sales for Chicago, other cities, 
and districts. Two series—Chicago bank clearings and electricity 

* Appreciation is expressed to the following for participation in various phases of 
the work: Mrs. E. J. Kunst, Miss Dorothea Van Westrienen, E. Homer Miller, and 
Carl F. Schroeder. 


2 Total department-store sales were obtained as indexes from Business Condi- 
tions, Seventh Federal Reserve Bank, and the Federal Reserve Bulletin. Index 
numbers of sales by departments for the Seventh Federal Reserve District were ob- 
tained through the courtesy of Mr. H. G. Pett, manager of the Division of Research 
and Statistics, Federal Reserve Bank of Chicago. The itemized sales are not avail- 
able for Chicago alone. 

Lineage of department-store advertising was obtained from the records of the 
Chicago Daily News and the Chicago Tribune, through the courtesy, respectively, of 
Mr. L. H. Williams and Mr. W. J. Byrnes. 

The advertising series were in units of lines, and the selected department sales 
were received as percentage increases or decreases from a particular month to the 
corresponding month in the subsequent year. Both were adjusted to correct for 
the number of trade days and to give Saturday an additional value of about 35 per 
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supply in the Chicago region—are introduced as representative of 
general business changes. 

Changes in time are reported by standard classifications: 
trend, or general tendency over a period of years; seasonal vari- 
ation, or changes within the year; and cyclical fluctuations, or 
recurrent boom and depression over several years. Fortuitous fac- 
tors are studied in their relation to these three categories. 


TREND COMPARISONS 


There are many contrasts in the long-time tendencies of the 
various series as illustrated by Chart I and Table I. In the table 
are summarized changes in the sales of eight selected departments? 
for reporting stores in the Seventh Federal Reserve District, and 
for total department-store sales in the Seventh Federal Reserve 
District and in the United States.4 In the second and third col- 
umns of this table are recorded the trend values for January, 1926, 


cent of a normal day (Saturday=1.35). In addition, the selected department sales 
were adjusted to a base with the average month for the year 1928 equal to 100. 
It will be noted that all departments are concerned with women’s wear and in the 
cases of hosiery and shoes, women’s and children’s. The classification ‘‘dresses” in- 
cludes finished garments made of all materials, but excludes house dresses, aprons, 
and sweaters. Cotton wash goods, woolen dress goods, and silks and velvets are 
yardage goods. The classification ‘‘cotton wash goods” does not include domestics. 


3 Trend equations: selected departments, Seventh Federal Reserve District, 
1928 monthly average = 100: 


Series Period Monthly Equation Monthly Origin 


Women’s dresses 1926-30 y=07.65 +.113% uly 15, 1928 
Women’s coats and suits 1926-30 log y= 1.94804— .001003x uly 15, 1928 
Cotton wash goods 1926-30 log y= 1.99033 — .004390% uly 15, 1928 
Silks and velvets 1926-30 log y= 1.96528— .co6019x uly 15, 1928 
Woolen dress goods 1926-30 ¥=05.72 —.285x uly 15, 1928 
Hosiery, women’s and children’s. 1926-30 ¥=04.50 +.273x uly 15, 1928 
Shoes, women’s and children’s... 1926-30 y=98.40 +.029x uly 15, 1928 
Millinery 1926-30 log y= 1.98116—.00124% uly 15, 1928 


4 Trend equations: total department-store sales, 1923-25 monthly average = 100: 


Series Period Monthly Equation | Monthly Origin 


1923-29 y=096.66 +.21% 15, 1923 
1923-29 ¥=94.764 +.325% an. 15, 1923 
i 1919-29 ¥=96.9144+ .1924x uly 15, 1924 
Third Federal Reserve District . . 1919-29 ¥=93 .6694+ .0659x uly 15, 1924 
Fourth Federal Reserve District . 1919-29 y¥=95 .8047 + .1530% uly 15, 1924 
Cleveland 1919-29 y=95 .8061 + .1576x uly 15, 1924 
1919-29 ¥=93.2008+ .0417% uly 15, 1924 
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and January, 1931. For instance, with the average month of the 
year 1928 equal to 100, the trend value for sales of the dress de- 
partment in January, 1926, was 94.24 per cent and in January, 
1931, 101.15 per cent. Similarly, for women’s coats and suits, the 
January, 1926, relative was 95.28 and that for January, 1931, 


CHART I 


TREND PosiT10ONs, DEPARTMENT-STORE SALES, JANUARY, 1926, 
COMPARED WITH JANUARY, 1931 


ALL 
7100. DISTRICT 
ALL NTS 
STORES 
Worlenw PRESSES 


(OMENS 
CWLOREN'S SHOES 


S COATS ¢ SUITS 
MULLINERY 
WOOLEN GOODS 


PER CENT 


SUMS ANO VEL YETS 


1926 1931 


82.97. In the former, it is apparent that the trend was upward; 
and in the latter, downward. 

In the case of dresses, the January, 1931, figure was 107.33 per 
cent of the January, 1926, figure, whereas in women’s coats and 
suits, the January, 1931, value was 87.08 per cent of the January, 
1926, value. These comparisons, presented in the fourth column, 
are visualized in Chart I, where lines originate at the 100 per 
cent point in January, 1926, and diverge to their relative positions 
in January, 1931. In the five-year period, sales of women’s and 
children’s hosiery in the reporting stores showed the greatest in- 


230 THE JOURNAL OF BUSINESS 


crease of the eight departments. The greatest decline for the pe- 
riod was recorded for silks and velvets, while the smallest increase 
was for women’s and children’s shoes. 

In the fifth column of Table I is recorded the percentage of 
change in the trend from year to year for the period from 1926 to 
1930, inclusive. Sales of dresses increased, on an average, 1.4 per 


TABLE I 
CHANGES IN DEPARTMENT-STORE SALES 
‘TREND VALUES AS PERCENT- 
ozs oF [PERCENTAGE | 
SERIES 1931, OF CHANGE 
JANUARY, YEAR TO 
January, 1926|January, 1931 1926 YEAR 
Selected women’s departments* of 
reporting stores, Seventh Fed- 
eral Reserve District: 
Women’s dresses.............. 04.24 IO1.15 107 . 33 1.40 
Women’s coats and suits....... 95.28 82.97 87.08 —2.81 
Silks and velvets............. 132.44 72.22 54.53 | —12.90 
Woolen dress goods........... 139.91 60.92 43.54 | —18.09 
Cotton wash goods............ 104.27 87.16 83.59 —3.51 
Hosiery, women’s and children’s.| 86.32 102.68 118.95 3-53 
Shoes, women’s and children’s..| 97.52 99.27 101.79 ©. 36 
ced 104.35 87.87 84.21 —3.49 
Total department-store sales: 
92.96 104.20 112.09 2.31 
Seventh Federal Reserve Dis- 
90.54 107.12 118.32 3-41 
United Statess.. 93-23 103.95 III.50 2.20 
*Based upon 1926-30 trends. {Based upon 1919-29 trend. 


tBased upon 1923-29 trends. 


cent each year, whereas sales of coats and suits decreased 2.8 per 
cent each year. 

There are twenty-six standardized departments, sales of which 
are reported monthly to eight of the Federal Reserve banks. In 
1928 these accounted for 57.83 per cent of total sales of the stores 
reporting departmental sales to the Federal Reserve Bank of Chi- 
cago. Our selected women’s departments comprised 20.97 per 
cent. 

The five piece goods departments had 7.68 per cent of total 
sales, of which silks and velvets had 2.82, woolen dress goods, 
0.51, and cotton wash goods, 1.41 per cent. Linens, with 1.50 per 
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cent, and muslins and sheetings, with 1.44, were not included in 
this study. 

Women’s wear in 1928 had 9.18 per cent of total sales in the 
Chicago district. Women’s dresses, with 4.38 per cent, was the 
largest department, being slightly larger than men’s furnishings 
and furniture. Women’s coats and suits had 3.04 per cent; and an 
unanalyzed department, juniors’ and girls’ wear, had 1.76 per 
cent. 

Ten ready-to-wear accessory departments accounted for 18.74 
per cent of the sales of stores in this district. Our selected depart- 
ments were millinery, with 2.29 per cent; women’s and children’s 
hosiery, 3.72; and women’s and children’s shoes, 2.80. The other 
groups were neckwear and scarfs, 0.80; women’s gloves, 1.15; cor- 
sets, 1.05; knit underwear, 1.21; silk and muslin underwear, 2.10; 
infants’ wear, 2.32; and small leather goods, 1.30 per cent. 

The four departments selling men’s clothing and furnishings, 
boys’ wear, and men’s and boys’ shoes had 10.24 per cent of total 
sales. Sales of house furnishings were 11.99 per cent of the sales 
of all departments. 

The proportion of the sales of the eight selected departments to 
total sales of the same group of firms varied by seasons of the 
year. For the first half of 1928, the percentage was 23; for the 
next five months, 20.5. The December figure, however, was less 
than 14 per cent. In contrast, men’s wear and ready-to-wear ac- 
cessories increased proportionately in December. 

Detroit and Milwaukee department stores account for more 
than half the sales reported for departments. Sales of the Chicago 
concerns reporting by departments constitute a minor part of the 
total Chicago department-store sales. This failure of many im- 
portant outlets to report limits the significance of the itemized 
series. On the other hand, the establishments providing informa- 
tion on total sales represent about go per cent of the total Chicago 
department-store sales. 

In interpreting Chart I, it is important to recall that not all 
stores enter reports. For instance, the greater average growth the 
last few years of total sales for the Seventh District as compared 
with Chicago’s total may be interpreted in part as indicating the 
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more rapid growth of the reporting firms outside Chicago than 
that of the Chicago reporting firms. There is available no basis 
for estimating the representativeness of the reporting outlets to 
all department stores. 

Total department-store advertising lineage carried in the Chi- 
cago Daily News’ and the Chicago Tribune’ on week days is graphed 
in Chart II. The trend lines indicating the general tendency for 
the whole period are plotted on the same chart. The rate of 
growth in lineage for the period considered was greater for the 
Tribune (daily) than for the Daily News, which in part is ac- 
counted for by the greater volume of the Daily News lineage. 

Advertising lineage rose abruptly in both instances from 1918 
to 1920. Several explanations are suggested: This was the period 
of the ‘“‘war boom” and artificial stimulation of business and 
agriculture. Advertising as a merchandising device had gained a 
strong position, and periodicals thrived. Local newspaper cam- 
paigns to obtain the advertising of stores in outlying sections of 
the city resulted in the increase of advertising by central mer- 
chants to meet this competition. 


SEASONAL VARIATIONS 


Probably the most apparent relationships are recorded in com- 
parisons of month-to-month changes, when the experiences of all 
years are averaged into composites for each series. Fortuitous oc- 
currences, such as rate changes in advertising and price changes in 
department-store commodities, frequently distort original data 
and break the continuity of cyclical movements. In seasonal com- 
posites, however, such random fluctuations tend to be eliminated 
in favor of tendencies recurrent through many years. 

In Chart III are recorded seasonal indexes of total department- 
store sales in Chicago and department-store advertising lineage 
appearing on week days in the Chicago Daily News and in the 


5 Monthly trend equations are for the period 1910-19, y= 235,620.76-+722.42x-+ 
8.603x? (origin January 15, 1915); and for the period 1919-30, y=548,247.50+ 
1162.18x— 29.036? (origin, January 15, 1925). 

6 Monthly trend equations are for the period 1910-30, log y= 5.07440+ .002955x 
(origin, January 15, 1920). 
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Chicago Tribune. The wide seasonal range of Chicago depart- 
ment-store sales is visualized by comparing the low for July, 
72 per cent, with the December relative of 173 per cent, which ex- 
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tends beyond the upper confines of the chart. The advertising in 
the Daily News seems the more stabilized seasonally. The range 
of the afternoon publication is from 72 per cent in July to 114 
per cent in April and October, while the Tribune extends from 65 
per cent in August to 133 per cent in November and December. 
Comparison of the spring and fall peaks indicates an order of suc- 
cession—Daily News, Tribune, and total department store sales 
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in each season. In contrast, however, the low seasonal point of 
total sales is reached a month in advance of the low point for ad- 
vertising lineage, and sales advance eight points, from July to 
August, while advertising is falling, in the Tribune three points, 
and in the News two points. 

The index of total department-store sales is given in Table IT; 
and the indexes for department-store advertising in the two news- 
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papers, in Table IV. In the latter table, it will be noticed, there 
are two sets of seasonal indexes for advertising lineage. The first, 
which is reproduced in Chart III, is the composite for all depart- 
ment stores for the period 1910-30, whereas the second is for the 
eight largest Chicago department stores for the period 1923 
through 1930. In the latter series, the afternoon paper continues 
to show greater stability than the morning, the Tribune hav- 
ing a greater range than when all stores are considered—from 
64 per cent in July to 142 per cent in November. Moreover, July 
replaces August as the low point for both papers, and more em- 
phasis is given to October advertising in the News and to Novem- 


ber in the Tribune. 
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Close similarity in seasonal positions is evidenced in Table II, 
representing seasonal indexes of total department-store sales for 


TABLE II 
INDEXES OF SEASONAL VARIATION 


Total Department Store Sales, 1919-29 
Monthly Relatives 


Region 
83} 78) 92) 72) 80) 96/114/113/173 
Seventh Federal Reserve District*| 78] 97] 73} 
78} 97|100|101| 98) 74) 79] 95\116)111/166 


Third Federal Reserve District... | 84] 80] 69} 
Fourth Federal Reserve District .| 83] 79] 95} 99|106|100] 78) 84) g2/112/109 163 
82| 96/110) 99} 94) 75) 88\100 112)111/157 


} 


| 


* For period 1923-29. 


Chicago, the Seventh Federal Reserve District, the United States 
as a whole, the Third Federal Reserve District, the Fourth Fed- 
eral Reserve District, Cleveland and Pittsburgh. Philadelphia ac- 


TABLE III 
INDEXES OF SEASONAL VARIATION 


Selected Departments, Seventh Federal Reserve District, 1926-30 
Monthly Relatives, Corrected for Number of Days in Month 


Departments 
Women’s dresses............... 84] 86] 96] 93} 95 
Women’s coats and suits........ 80] 70/133/138] 99] 60} 34] 79 
Silks and velvets............... Q1| 78] 71|108) g2/110/100 
Woolen dress goods............. 87| 87|121| g1| 60} 56) 34) 
Cotton wash goods............. 81| 76] 68) 76) go 
Hosiery, women’s and children’s. .| 65) 78] 91| 97|106|107| go} 88/112) 88)103/176 
Shoes, women’s and children’s....| 66] 68) g2/105|105|111| 78| 


counts for a large part of the sales in the Third District; Cleveland 
and Pittsburgh, for more than one-half in the Fourth. The spring 
improvement, summer decline, fall recovery, and December peak 
are common to all series. Without exception, July is the low point, 
though there is little difference in the relative positions of July 


236 THE JOURNAL OF BUSINESS 


and the short month of February for Cleveland and the Fourth 
Federal Reserve District. The Third Federal Reserve District 
and the city of Pittsburgh have equal point differences between 
February and July. The greatest range—from 6g per cent in July 
to 173 per cent in December—is recorded for the Third Federal 
Reserve District, while Chicago ranks second in range. With a 
range of 82 points—from 75 per cent in July to 157 per cent in 
December—Cleveland is apparently most stabilized, though 
Pittsburgh has a range only one point greater. 


TABLE IV 
INDEXES OF SEASONAL VARIATION 
Department Store Advertising in Two Chicago Newspapers 
(Sunday Advertising Omitted) 
Monthly Relatives 


All Department Stores 
Chicago 103] 90|104|103/108| 94] 68) 65} 93/106/133/133 
Chicago Daily News*............ 97| 72) 70] 
Eight Largest Department Stores 
Chicago Tribunet............... tot} 87} 99} 98}103} 87} 64) 69} 
Chicago Daily Newst............ 69} 71| 97|115|109|107 
* For period 1910-30. t For period 1923-30. 


In Chart IV and Table III are presented indexes of seasonal 
variation in sales of eight selected departments for reporting de- 
partment stores in the Seventh Federal Reserve District. The in- 
dexes represent composite seasonal pictures for the period 1923 
through 1930. The greatest range between low and high points is 
shown for the coats and suits group, with a fluctuation from 34 
per cent in July to 164 per cent in October. Woolen dress goods, 
recording a low 34 per cent in July and a high 163 per cent in 
October, is second. Millinery and hosiery are next in order. Wom- 
en’s dresses, and silks and velvets are seasonally the most stable 
departments of the whole group. 

July is the low month for sales of coats and suits and woolen 
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dress goods; August for dresses, and silks and velvets; January for 
hosiery, shoes, and millinery; and October for cotton wash goods. 

The April and September trade in millinery is outstanding, as is 
the effect of December holiday shopping in hosiery. A contrasting 


CHART IV 
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picture is shown in the trade in woolen dress goods and cotton 
wash goods. It is thought in the trade that the seasonal stability 
in sales of women’s dresses in recent years is in large part due to 
the fact that the introduction of lower priced lines distributes pur- 
chases more evenly throughout the year. As contrasted with the 
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position of May and June in dresses, many other sections of the 
country appear to record highest sales in March. 

As representative of general business conditions, seasonal in- 
dexes for electricity supply for the Chicago region and of bank 
clearings for the city of Chicago are presented in Table V. The 
electricity series covers the period 1919 through 1930; and the 
bank clearings, 1910 through 1930. While the summer months are 
low in both cases, there is little change between May and August 
in electricity supply; in bank clearings there is more ragged fluctu- 
ation, with the lowest percentage recorded for the shortest month, 
February. Moreover, while electricity supply reaches the sea- 
sonal peak in December due to increase in lighting, transporta- 
tion, and the heating of public conveyances, March is the high 
month for bank clearings. 


TABLE V 


INDEXES OF SEASONAL VARIATION 


Comparative Series 
Monthly Relatives 


Electricity Supply*............. I10]106|101| 93) 93} 92] 93| 97|101|106|111 

104] 99] 95} 95\105| 98/103 
* For period 1919-30. t For period 1910-30. 


Of all series, the bank clearings index has the smallest range, 16 
points; with electricity supply second, 19 points. The third and 
fourth smallest ranges are for the two Daily News advertising 
series. Total department-store sales for the city of Chicago ranks 
fifteenth in the twenty-one series. Following is the order of rank 
according to stability: bank clearings, electricity supply, Daily 
News advertising (all department stores), Daily News advertising 
(8 largest stores), women’s dresses, silks and velvets, Tribune ad- 
vertising (all stores), Tribune advertising (8 largest stores), wom- 
en’s and children’s shoes, cotton wash goods, department store 
sales for Cleveland, Pittsburgh, Federal Reserve District, United 
States, Seventh Federal Reserve District, Chicago, Third Federal 
Reserve District, women’s and children’s hosiery, millinery, 
woolen dress goods, women’s coats and suits. 


aor 
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CYCLICAL FLUCTUATIONS 


With the measurement and elimination of the trend and sea- 
sonal factors completed, the rhythmic movements of cycles and 
the jagged fluctuations of fortuitous events remain. 


CHART V 


CycLicaL FLUCTUATIONS IN DEPARTMENT-STORE ADVERTISING LINEAGE IN Two 
CxricaGo NEWSPAPERS—WEEK Days 
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In Chart V are pictured the wavelike movements of a cyclical 
nature in the two advertising series. General conformity of the 
two throughout the period is apparent. The tremendous increase 
from 1918 to 1920 referred to in the section on trends, followed by 
the response to the 1921-22 depression, is obvious in this chart. 
Then the waves rise and recede to the end of the period, when the 
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current depression took its toll. The 1930 decline was exaggerated 
by the closing of the Leiter Building Stores. The defection of any 
large store is immediately recorded in advertising lineage, since 80 
per cent of total department-store advertising is credited to a 
central group including The Boston Store; Carson, Pirie, Scott & 
Co.; The Davis Co.; The Fair; Marshall Field & Co.; Mandel 
Bros.; and Chas. A. Stevens. Frequently a store, in an effort to 
test its advertising program, will temporarily transfer a large 
part of its patronage from one newspaper to another. Such move- 
ments, however, are more likely to be discernible in Chart II than 
in Chart V. 

Cyclical fluctuations of sales in the selected departments for the 
period 1926 through 1930 are compared graphically in Chart VI. 
The general swing in the series was upward from 1926 to 1928 and 
then downward. But many contrasts are apparent. 

The recovery of woolen dress goods late in 1930 may be ac- 
counted for in part by the importance of wool as a style item for 
dresses. Similar movement is shown for cotton wash goods. It is 
believed in the trade that, with decreased incomes and retrench- 
ment in expenditures, home sewing has become increasingly popu- 
lar since 1928. 

The high cyclical position of women’s dresses in 1929 closely 
parallels the cotton-wash-goods picture and contrasts with woolen 
dress goods. Though the dress classification, as apparent in Chart 
IV, is little affected by seasonal changes, it appears to display 
significant cyclical variation. 

The low position of millinery in 1930 may be accounted for by 
the popularity of low-priced hats. Since sales data are in dollar 
values, a drop in the price level of goods might record a reduced 
total volume of sales even though the number of units purchased 
increased. 

Smoothed cycles of total department-store sales in Chicago are 
pictured in Chart VII for the short period for which comparable 
data were available. Following the decline of 1924, sales fluctu- 
ated about the horizontal line until the sustained favorable posi- 
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CHART VI 


CycLicAL FLUCTUATIONS IN SALES OF SELECTED WOMEN’S DEPARTMENTS 
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tion of 1928 and early 1929. The break of the latter year, extend- 
ing to late 1930, was severe.’ 

Cyclical fluctuations of sales in the Third and Fourth districts 
were far less violent than in the Seventh. It will be recalled that 
the greatest seasonal variation was shown for the Third District. 
Consequently, an interpretation would be warranted to the ef- 


CHART VII 


CycLicaL FLucTuatTIons IN CHICAGO DEPARTMENT-STORE TOTAL SALES 
(3-Point Moving Average of Cycle Figures) 


V 


fect that the recurrent seasonal relationships for the Third Dis- 
trict were so regular as to account for many of the fluctuations 
when the data were corrected for the seasonal index. 

Little relationship is apparent between sales of women’s depart- 
ments and total department-store sales, either for the Seventh 
District or for Chicago. Fluctuations of the various departments 
show no conformity, and there is no evidence to support the sug- 
gestion that women’s goods provide a constant and a dominant 
character to changes in department-store sales. 


7 The 1930 position is exaggerated by the projection of the trend fitted to the 
period 1923-29 and might have been modified mechanically by the computation of 
a new trend including the year 1930. However, the cycle of Figure 7 is based upon 
the recomputation of the standard deviation, which permits direct comparison. 
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In general, week-day advertising in the Tribune and Daily 
News conforms to cyclical fluctuations in department-store sales. 
When trade increases, advertising increases; and as sales decrease, 
advertising falls off. The noticeable exception to this relationship 
occurs in 1927, when the movement is opposite throughout the 
year. One might expect that merchants would advertise most 
heavily when they are most in need of customers, and that rela- 
tively less advertising might take place when trade is good. There 
are, of course, several factors modifying this expectation, such as 
the constant pressure of competition and the desire to retain a 
certain proportion of total sales in prosperity as in depression, the 
setting of advertising budgets as percentages of sales, and the 
mechanical fact that sales are recorded in dollars so that price 
changes greatly affect total values. Since prices of goods sold by 
department stores have fallen about 15 per cent during the past 
year, the physical volume of sales has declined less than dollar 
sales. Therefore, had the data of Chart VII been adjusted for the 
change in prices, the 1930 position would be less extreme. 

Moreover, newspaper advertising charges per line per reader 
varied little throughout the period, while prices of goods and of 
other merchandising services alternated in wide cyclical and for- 
tuitous swings. 

Close concert in general movement is recorded betweenChicago 
total department-store sales and electricity supply for the Chicago 
region. No direct relationship appears in the cyclical movement 
of Chicago total department-store sales and Chicago bank clear- 
ings. The latter displays its fortuitous movements, as a result of 
mergers, speculation, and similar occurrences, unrelated to de- 
partment-store dollar sales. 

Cyclical movements in the advertising and electricity series are, 
in general, similar, as might be expected by the general conformity 
in movement of the advertising and department-store sales cycles. 

Variations in style, price, and sales; and advertising campaigns 
of manufacturers, merchants, and trade associations are inex- 
tricably interwoven in the composite pictures of the various series 
analyzed. The meager data currently available and the short 
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period of their recording make the search for causal factors dif- 
ficult and allotment of responsibilities for changes in time precari- 
ous. A single instance—the competition of yardage goods for 
home manufacture, with the finished product sold in another de- 
partment of the same store—carries its ramifications into prob- 
lems of price, advertising, promotion, and consumer reaction, 
illustrating the complexity of the whole problem. 
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GOLD: A PROBLEM OF MONETARY POLICY 


DEPRECIATION of gold, viewed as a standard of 

value, may occasion nothing less than a monetary con- 

vulsion. This is a serious view of the case. The means 
of existence of many persons and families may be crippled; and, 
after all, whatever one person may gain by the derangement of 
prices and existing contracts, another must lose to a like extent.’ 
Writing almost eighty years ago, Michel Chevalier was deeply 
afraid of the ultimate effects of an increasing gold supply upon the 
complex economic and social organization of the world; today 
the problem of gold is still with us, but the oracles have changed. 
If we are to believe the prophets, there is a serious possibility of a 
shortage of gold manifesting itself during the next few years, and, 
since the consequences of such a development are even more seri- 
ous today then they were in the middle of the last century, the 
problem is worthy of serious consideration. 

At the end of the World War many of the leading countries 
of the world were suffering from currency disorganization. Prob- 
lems of belligerent fiscal policy had caused the abolition of the 
gold standard among those nations that were neutral as well as 
among those which were at war, and inflationary policies had 
played upon the numerous independent paper standards until 
they bore no relationship to one another. That is an old story 
which does not need retelling. By concerted and vigorous efforts 
the world has climbed out of this monetary “Slough of Despond,” 
and today the gold standard is in force, in some one of its numer- 
ous forms, throughout a larger part of the world than at any previ- 
ous time in the history of mankind. In a paper submitted to the 
League of Nations,’ Sir Henry Strakosch makes the interesting 
suggestion that, whereas in 1922 the average purchasing power of 
the leading currencies of the world differed by some 13 per cent 

* Michel Chevalier, Remarks on the Production of the Precious Metals (1853), p. 36. 


2 Select Documents submitted to the Gold Delegation of the Financial Com- 
mittee, p. 9. 
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from the purchasing power of gold, the difference had fallen to 
less than 1 per cent by 1927. To a greater extent than ever before, 
it is true today that an ounce of gold will purchase approximately 
the same quantity of commodities in any of the markets of the 
civilized world. 

In returning to the gold standard, individual countries have 
undoubtedly attained a more comfortable financial situation than 
they enjoyed under the régime of an inflated paper currency. 
Sound fiscal programs are more easily carried out, and greater 
facilities exist for international movements of goods and capital. 
But it must be clearly remembered that in adopting the gold 
standard a country loses its monetary independence. 

The truth that the gold standard has bound together the civilized world 
for good or evil in the greatest international partnership ever known in his- 
tory, that this partnership while conferring benefits on each partner also 
imposes upon them stern duties, and that transgressions by any one partner 
inflict hardship on the rest, is hardly realized.3 


Now the gold standard is not a very complicated monetary 
standard. All that it requires is that a country should maintain 
the value of its currency unit and the value of a prescribed weight 
of gold at a parity with one another. Nor is a metallic standard 
a novelty in the history of the world, since both the gold stand- 
ard and the silver standard have existed in various parts of the 
world for many centuries. We have, then, a good deal of histori- 
cal information as to the influence upon price levels of changes in 
the supply of the monetary metal—and it must be admitted that 
this evidence points toward a fairly close relationship between the 
two phenomena. 

To take but one example, the social and political unrest 
throughout the Roman Empire during the third century was due 
in no small measure to the increase in the value of silver.‘ The 
domestic output of silver was diminishing and supplies from Cen- 
tral Asia were cut off by the rise of the Parthian Empire at a time 
when the demand for silver was increased by the spread of the 
habit of using money due to the expansion of the imperial rule. 

3 Strakosch, op. cit., p. 24. 

4A, R. Burns, Money and Monetary Policy in Ancient Times, p. 429. 
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Again, when the conquest of the New World opened up the mines 
of Central and South America during the sixteenth century, the 
prices of both commodities and services rose rapidly in all those 
European countries to which the metal found its way. Thus the 
money allowance for rations on Spanish ships® rose steadily, as 
the following figures show: 


These figures may be taken as typical of the movement which 
proceeded more or less rapidly in all countries, and 

the discovery of the abundant mines of America seems to have been the sole 
cause of this diminution in the value of silver in proportion to that of corn. 
It is accounted for accordingly in the same manner by everybody; and 
there never has been any dispute either about the fact or about the cause of 
it.6 

Coming to more modern times, the evidence is much more de- 
tailed as to the relationship between the general level of prices 
and the supply of the monetary metal. Beginning with England, 
the leading nations of the world adopted the gold standard one 
after another during the nineteenth century. Moreover this cen- 
tury witnessed important changes in the output of the gold mines. 
Prior to 1848 there had been a tendency for prices to fall, but after 
that date the increase in gold production was accompanied by a 
rising price level until the early seventies. The diminished output 
of the mines during the next two decades was accompanied by 
stationary or falling prices, but the tremendous increase in gold 
production consequent upon the opening up of the Rand in the 
nineties caused a rise in the price level which continued until the 
outbreak of the World War. 

5 See the various articles by Professor Earl J. Hamilton, especially “Wages and 
Subsistence on Spanish Treasure Ships,” Journal of Political Economy, August, 
1929. 

6 Adam Smith, Wealth of Nations (Everyman edition), I, 175. 
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Professor Gustav Cassel has made a careful statistical study of 
conditions during the period from 1860 to 1910, demonstrating 
that there was a close relationship between the annual production 
of gold and the general level of prices.’ Since the price level at the 
end of the period was the same as it had been in 1860, it was as- 
sumed that the average annual output of gold was just sufficient 
to stabilize prices in the face of the economic growth of the world. 
This average annual output of gold Professor Cassel found to be 
approximately 3 per cent per annum—a figure which correspond- 
ed fairly closely with other estimates of the rate of economic 
growth. It is apparent, therefore, on the basis of this analysis, 
that an annual output of gold equal to 3 per cent of the existing 
monetary stock is necessary to maintain the price level, provided 
that the economic growth of the world continues at the same pace and 
provided that there be no changes in the monetary organization of the 
world. 

But the experts who have studied the probable gold production 
of the world during the next ten years warn us that we cannot 
expect to be able to add to our monetary stocks at anything like 
the rate of 3 per cent per annum. While the total production of 
gold is put at 404 million dollars for 1930, it is not expected to 
exceed 370 million dollars in 1940.8 Moreover, it is probable that 
the non-monetary demand for gold, i.e., the demand for hoarding 
and for use in the industrial arts, will rise from the present figure 
of 180 million dollars to some 200 million dollars in 1940. It is 
arithmetically clear, therefore, that whereas the gold available for 
monetary purposes amounted to 224 million dollars in 1930, it can- 
not exceed 170 million dollars in 1940—whereas if Cassel’s formu- 
la be correct it would have to increase steadily from year to year 
if the general level of prices is to remain stable. Not unnaturally, 
therefore, the prophets are warning us that we must look forward 
to a period of steadily falling price levels, with all of the economic 
losses and business depression which continuously falling prices 
entail. Without any exaggeration we may say that the gold stand- 

? Theory of Social Economy (McCabe translation), pp. 441-54. 


8 All figures taken from the Interim Report of the Gold Delegation of the Financial 
Committee of the League of Nations. 
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ard is on trial. In a recent speech, Mr. Ramsay MacDonald, 
premier of the oldest gold-standard country in the world, pointed 
out that 

The government (of England) does not hold that the gold standard is so 
sacred that it must not be re-examined in the light of the world’s present 
needs. At Geneva we have participated in discussions of the whole question 
of finances and gold. Is finance to be based upon one certain metal? Is 
credit to be controlled by the supply, demand and distribution of that par- 
ticular metal? Is the policy, theory and practice which we have accepted 
and expressed in our coinage to thwart or advance our commercial welfare?9 


Obviously the problem is one deserving our serious consideration. 

It seems to me, however, that the outlook is not really as dark 
as it is made to appear. We have already pointed out, as does 
Professor Cassel himself, that his requirement of 3 per cent per 
annum only holds good if two conditions are satisfied. While we 
may be perfectly willing to assume that the economic growth 
of the world is proceeding at the same rate as before the war, we 
cannot assume that there has been no change in the monetary 
mechanism of the world. The monetary organization of the world 
is not static: conditions change from decade to decade, and mone- 
tary policies as well as the financial organization must be adapted 
to these everchanging conditions. This process has been particu- 
larly evident during the twenty years that have elapsed since 
1910, and, if we are to form any reasonable opinion as to the dan- 
ger of a gold shortage, we must examine the problem in the light 
of these changes. 

Briefly, the outstanding developments in monetary organiza- 
tion during the last two decades may be grouped as follows: 

1. Abolition of gold coinage in circulation; 

2. Increased use of credit media of exchange; 

3. Centralization of gold reserves; and 

4. Greater co-ordination of the banking system. 
Prior to the war the aggregate amount of gold coin in circulation is 
variously estimated at between two and three milliards of dollars, 
while at the present time the quantity in circulation is negligible. 
While this gold has gone to augment the central reserves of the 


9 New York Times, October 8, 1930. 
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various banking systems of the world, people have become ac- 
customed to the use of bank notes in everyday transactions. 
Moreover, in almost all modern countries, there has been a dis- 
tinct tendency for the use of bank checks as a method of settling 
transactions, to increase steadily. To a greater extent than ever 
before the total quantity of circulating media of exchange is com- 
posed of evidences of bank credit. 

At the same time there has been a rapid increase in the efficient 
co-ordination of the various institutions which compose the bank- 
ing system in each of the leading countries of the world. The 
Federal Reserve Act, and the subsequent amendments, have or- 
ganized the greater part of the banking resources of the United 
States into a system which is incredibly more efficient than 
the chaos which existed before 1913. In England, without any 
radical legislation, the large joint-stock banks have come to work 
more closely with the Bank of England. Reserves have been cen- 
tralized to a greater extent than ever before, and in more than 
one instance the “‘old lady of Threadneedle Street’’ has discussed 
her affairs with the joint-stock bankers. Moreover, since the 
Genoa Financial Conference in 1922, central banks have been 
created all over the world in countries where the very name was 
unfamiliar before the war. Concerted and well-directed efforts 
have been made in one country after another to create an efficient 
banking system which should be capable of formulating and 
carrying into effect credit policies designed to meet the economic 
problems of the modern world. 

From our point of view, the most important aspect of this de- 
velopment has been the centralization of gold reserves. By unit- 
ing and mobilizing the banking reserves of a whole country, a 
given quantity of gold can be made to serve as the foundation 
for a larger volume of credit. To take but one example, the organ- 
ization of American banking under the Reserve Act made possible 
the reduction of member bank reserves from between 15 and 25 
per cent to something between 7 and 13 per cent. Nor is this all, 
since the reserves today consist of deposits with the Reserve 
banks against which a gold reserve of approximately one-third 
can be held. It is apparent, therefore, that at the very time when 
the world had begun to use increasing quantities of bank credit, 
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the gold supply was being centralized and made to perform its 
function more efficiently. 

Nevertheless, the developments which have taken place up to 
now are not adequate to meet the probable gold shortage. The 
Gold Delegation appointed by the League of Nations has reported 
that on the basis of present reserve ratios, the supply of the yellow 
metal will not be adequate to provide the necessary additions of 
3 per cent (or even 2 per cent) per annum during the next ten 
years. But if we have made so many changes in our monetary or- 
ganization during the last few years, why should we assume that 
the process has come to an end? Nobody desires the diminished 
output of gold to cause a fall in the general level of prices, and, 
since the gold standard is an elastic conception, let us see what 
changes in monetary organization or monetary policy can be 
made to meet the situation. 

The most obvious suggestion is that the existing supplies of 
monetary gold should be redistributed in such a manner as to in- 
sure their maximum efficiency. At the present time, there are 
substantial variations in the gold reserves held by various coun- 
tries, as the figures in Table I show. 

While it would be foolish to suggest that the per capita reserves 
necessary would be the same in all countries, this measurement is 
sufficiently accurate to show that France, Argentine, and the 
United States have larger gold reserves than are necessary—or 
alternatively that the reserves of such a country as Germany or 
Japan are utterly inadequate. Obviously, a temporary respite 
could be obtained by some redistribution of the available mone- 
tary gold, and by greater freedom of gold movements. But the 
advantage of such a policy is only momentary: it is necessary to 
probe more deeply if we are to find a solution of permanent value. 

From what has already been said it is apparent that the ratio 
of gold reserves to the total volume of bank credit is the key to the 
whole problem. In almost every country in the world today the 
central bank is required to keep a specified reserve against either 
its note-issue or the volume of its deposits, and in some cases 
against both.” The method by which the reserve is prescribed 


10 For details as to the legal regulations, see the report dealing with ‘Legislation 
on Gold” published by the Financial Committee of the League of Nations, in 1930. 
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varies from one country to another, but there has been a steady 
tendency to follow the American pattern of requiring that a cer- 
tain percentage of the note-issue and deposits be held in the form 
of gold. Such a provision is wasteful of the gold which it buries in 
the vaults of central banks, and, in addition, it has no justifica- 
tion in theory. On the basis of the experience of the Bank of 
England, Tooke suggested in 1840 that a reserve of 30 per cent 
appeared to be adequate for central banking purposes. The state- 


TABLE I 


oF CENTRAL BANKS AND TREASURIES 
AT END OF 1929 


Total Gold Per Capita 

Country Holdings Holdings 

(Million Dollars) (Dollars) 
Weighted average per capita]............ 20.0 


ment was approved by Adolph Wagner, and the Reichsbank 
worked on this basis. When the Federal Reserve Act came to be 
written, reserve ratios of 35 per cent and 4o per cent were adopted 
in order to be on the safe side. 

This can hardly be called a scientific process of determination! 
As Mr. John Maynard Keynes points out, 

The percentage method (of determining reserves) possesses no sound foun- 
dation in logic or common sense... . . It allows the influx of new gold to 
produce a disproportionate relaxation of the credit position, unless the Cen- 
tral Bank exercises an extra degree of prudence not required by law—where- 
as, if the prudence of the central bank can be relied on, the law itself is un- 
necessary and probably hampering. And finally, in emergencies and difficult 
moments when gold reserves are falling, it requires so drastic a curtailment 
of money proportionately to the loss of gold as to be exceedingly dangerous." 


™ A Trealise on Money, II, 268. 
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Although it is still contended that the gold reserves are designed 
to maintain confidence in the currency, this is a vague argument. 
It would be difficult to show that public confidence is higher when 
the reserve is 40 per cent than when it is 25 per cent. Nor is it 
reasonable to expect any large demand for gold for domestic cir- 
culation. Some coins will be required from time to time, particu- 
larly at holiday seasons, but no large reserve is necessary to meet 
this demand. 

In the modern world, the primary purpose of a gold reserve is 
to enable the country to meet a foreign drain arising out of cir- 
cumstances due to international movements of goods or capital. 
Moreover, such imports or exports of gold should be possible, 
so long as their volume be reasonable, without any undue fluctua- 
tion in domestic monetary conditions. But, if this be the primary 
reason for holding a gold reserve, it would obviously be best to 
leave the size of that reserve to the discretion of the central bank 
—or, alternatively, to allow a large fiduciary circulation and re- 
quire a substantial gold reserve against notes or deposits in excess 
of this figure. If the laws of the United States, and of other coun- 
tries with similar legal provisions, were amended in this way the 
result would be to free a large amount of gold which is now locked 
up by the requirements of percentage reserves, i.e., the available 
gold could be made to serve as the basis for a still larger credit | 
structure. 

We cannot, however, leave this problem without a brief refer- 
ence to its international aspects. The gold standard is interna- 
tional, and, if a credit policy is to be developed which aims to pre- 
vent a rise in the value of gold, it is necessary that all of the lead- 
ing gold-standard countries should co-operate in such a policy. 
Since the Genoa Conference there has been a steady increase in 
the international co-operation of central banks, largely owing to 
the efforts of Mr. Montagu Norman and the late Mr. Benjamin 
Strong. This movement toward co-operation is responsible in 
part for the creation of the Bank for International Settlements, 
which now exists as an international organ, by means of which 
co-operative policies can be carried into practice. 

If it should be felt to be impossible, or even politically unde- 
sirable, to change the laws which govern the reserves of central 
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banks in the United States and other countries today, it is still 
possible to achieve that economy in the monetary use of gold 
which would prevent a steady fall in the general price level 
throughout the world. Under the statutes of the B.I.S., central 
banks may open accounts with it, and many have already done 
so. In most cases the credit balances to such accounts may be 
counted as a portion of the legal reserve of the central banks 
owning them, and it is highly desirable that the laws of the United 
States should be amended to allow the Federal Reserve System 
to do likewise. From this position it is but a short step to the next. 
When the reserves in any country have been forced below the 
legal limit as a result of a credit policy designed to stabilize the 
value of gold, why should not the central bank of that country 
make up the deficit in its reserves by borrowing from the B.I.S.? 
Such a procedure is already familiar enough to the member banks 
of this country, and nothing in the statutes of the B.I.S. would 
prevent its application on an international scale. Clearly, such a 
practice would have to be common to all the leading countries of 
the world in order to remove the stigma of financial weakness 
which might arise if it were confined to one or two countries; 
but, given such international accord, it would be possible to carry 
out such a credit policy indefinitely. The gold standard might be 
preserved forever, since it would be nothing but a metallic sym- 
bol the value of which would be carefully regulated by interna- 
tional credit policy. 

If it be contended that the policies outlined in this paper are 
revolutionary, the obvious reply is that they are necessary. A 
long period of falling prices would work havoc with the economic 
organization of the modern world, and could only end, either in 
the adoption of some such policy as that outlined above, or in the 
final abolition of the gold standard itself. That there are advan- 
tages in the gold standard, particularly for a country with a 
large foreign trade or many foreign investments, cannot be denied, 
and it would be a pity to give it up at a time when it has just been 
re-established at so large a sacrifice. But if the gold standard is 
to endure, the value of gold must be regulated by credit policy, 
and that credit policy must be international. 


F. Cyrit JAMES 


ANALYZING RADIO CONTINUITIES 


To certain radio broadcasts are more effective than 
others in obtaining results in the form of letters or sales 
is obvious. But the factors that compose a successful 
continuity have been regarded as beyond analysis. That many 
advertising men and continuity writers have formulated rough 
rules of thumb from actual practice is well known. By costly 
experience, they have found that certain procedures as to length 
of announcement, arrangement of musical numbers and sales 
messages, sequence of dialogue, and methods of indirectly men- 
tioning the product seem best, as tested in action. 

These opinions as to the effect of the various elements in the 
broadcast upon results are not objective, however. For a long 
time many sponsors judged the success of their programs by the 
gross number of letters attracted by their broadcasts. The added 
fact that each letter probably represented from 100 to 10,000 
other listeners, it was thought, enhanced the return." 

But when the first novelty of radio faded, and when the radio 
audience grew more and more blasé, special offers like Goodrich’s 
free radio logs and the “Old Counselor” booklets on the Halsey- 
Stuart program have been made to stimulate good will, to bring 
response, and to reveal radio interest. Naturally, the value and 
appeal of the individual premium offering have affected returns— 
witness the startling mail for the Cities Service “Budget Book.’ 

Further substantiation of the mailbag’s tale has been secured 
in questionnaires among employees of the sponsor and through 
the appointment of expert critics qualified by location, listening 
habits, and training. The weaknesses of both of these methods 


1 In Advertising by Radio (New York: Ronald Press, 1929), Orrin E. Dunlap, Jr., 
radio editor of the New York Times, says in his chapter on program gauges: ‘‘Plead- 
ing for mail is bad etiquette today” (p. 74), and ‘“The wise broadcaster does not rely 
upon mail alone to judge his program.” 

2 Broadcast Advertising, a National Broadcasting Company study of radio made 
in 1929. 
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are obvious. “Employees will usually reply favorably to reveal 
loyalty.’’? The opinions of paid critics are not likely to be those 
of the average listener. Perhaps the greatest value of critics, as 
one Chicago agency uses them, lies in their ability to spot the 
comparative position and merits of the sponsor’s radio “ad” with 
preceding and succeeding programs from the same station. 

In any event, the use of all methods available, and the forma- 
tion of judgment of “values”? upon as many bases as possible, 
will give a better guide to the true merits of a particular program. 
To add to the number of methods available for research upon 
radio programs, a method of objective analysis of continuities is 
presented here. The continuities are those for a household hour 
advertising canned food products and are taken from the pro- 
grams of a well-known advertiser. Although the direct bearing 
is only on talks of this general nature, the method is applicable 
to any continuity which can be broken down into broad groups 
of material, and to which some criterion of effectiveness, such as 
returns, is applicable. 


MATERIALS OF STUDY 


Continuities—All available copies of “as-broadcast” continui- 
ties were used. At least a year’s broadcasts should be included 
in any study. The best set-up, of course, would include all broad- 
casts from the time the program was initiated until the last talk 
was broadcast. 

Report chart of inquiries.—An outline table of facts for the con- 
tinuities was prepared, listing the salient details, such as: topic 
of program, names of participants, principal products mentioned, 
other products mentioned, and number of letters requesting rec- 
ipes mentioned in talks. 

Standards.—The standard selected for measuring the success of 
the continuities was the number of inquiries received. Any meth- 
od by whieh the continuities could be divided into poor, medium, 
and good broadcasts, objectively, was considered satisfactory. A 
numerical classification upon the basis of weekly returns in the 


3 E. H. Felix, Using Radio in Sales Promotion (New York: McGraw-Hill, 1927), 
p. 252. 
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form of letters or inquiries received yielded three definite class 

intervals: poor; 560-2,000; medium: 2,000-2,300; good: 2,300- 

3,615. 

A. Objectives: The objectives of the study were (1) to discover 
the specific elements common to the good and medium con- 
tinuities as opposed to the poor, (2) to set up standards of 
comparison whereby these continuities might be analyzed in 
terms of common factors. 

B. Corollary objectives: Obviously, if these objectives have been 
successfully reached, an investigator will be better able: (1) to 
set up standards for writing a good continuity; (2) to predict 
the results of a continuity as poor, medium, or good, if the 
standards are correct, in advance of broadcast; (3) to produce 
a system or methodology of analysis which would apply to 
any continuity, before and after broadcast, so that the stand- 
ards could be constantly revised. 

C. Assumptions: Certain assumptions, upon which continuities 
are open to critical analysis should be noted: 

1. That the number of inquiries actually represented the value 
of a particular continuity to the advertiser. In the last 
analysis, the ultimate goal was the sale of the advertiser’s 
products, and one broadcast might bring in a small num- 
ber of returns and yet stimulate the sales of the products 
advertised. 

2. That the technique of broadcasting the talks did not vary 
and that pronunciation, enunciation, and smoothness of 
announcing and scheduling had been equalized—not af- 
fecting returns. 

3. That the following conditioning factors outside of the con- 
tinuities themselves affect the broadcasts equally: 

a) Season (removed from assumptions in another part of 
this paper). 

b) Weather, radio reception conditions (can be eliminated 
for country). 

c) Other broadcasts at the same hour over other stations 
(could be studied by a vast compilation of data perhaps 
of doubtful value). 
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d) Nearness to holidays, special occasions. 

e) Amount of attention currently devoted to the product 
by publicity agencies. 

f) Cumulative effect of the broadcasts as they remain on 
the air; familiarity of listeners with name, content, dial 
number of program. 

g) Quantity of sponsor’s advertising for particular week 
concerning the programs, both national and local, in 
newspapers, magazines, and other media, through indi- 
rect tie-up mention of the programs; also through direct 
radio promotional advertising. (Can be checked but 
this feature seems of no great importance except for 
special radio advertisements.) 

The first task was to devise some method of objective analysis. 
Therefore, the broadcasts were analyzed and to each was affixed 
a memorandum showing its salient characteristics. Early in this 
stage of the analysis it became evident that the continuities had 
many points in common. The material fell obviously into the 
following ten classes: (1) stories, (2) background remarks, (3) 
food remarks, (4) advertisers’ products, (5) actual recipes, (6) 


general recipes, (7) requests for returns, (8) announcements 
(opening and closing), (9) informal announcements (stations), 
(10) tie-up talk. 

Any individual advertiser’s program may include only a few 
or none of these particular types of material but these classes are 
illustrative of broad groups of material in the lecture type of 
program—particularly a household hour. 


DEFINITION OF TERMS 


That the names given to the various groups of material are 
unimportant is evident. But these classes should and do show 
the structure of the entire group of broadcasts considered. For 
the sake of clearness, a somewhat detailed definition of each 
category follows. 

Stories.—Tales or anecdotes, more or less connected with food, 
found in many of the talks. 

Background remarks.—Introductory material, general observa- 
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tions and preliminary remarks clearly not connected with the 
other categories. This bracket particularly concerns those por- 
tions of the continuities that explain the setting of the subject. 
Although the distinction between stories and background re- 
marks becomes narrow in many instances, the difference is 
always apparent. This difficulty may often be present in the 
allocation of material between divisions, but the problem is easily 
surmountable. 

Food remarks—Lineage devoted to food products and their 
preparation while not offering recipes in general or in detail. 

Advertiser's products.—In every broadcast, direct mention of 
the advertiser’s products, their qualities, uses, and method of 
packing, etc., gives us our fourth classification. 

Actual recipes.—These are the focal points of the talks and are 
given in detail with careful directions and measurements of in- 
gredients. 

General recipes—These offer general hints on food preparation 
without listing ingredients or consecutive steps. (In the written 
continuities, the types of recipes will perhaps be distinguished by 
the simple expedient of amount of spacing—“actual recipes,” 
single, and “general recipes,” double.) 

Requests for returns—Direct solicitation for “write-ins” occurs 
in almost every broadcast. The “requests” as repeated in the 
station announcements are not included in this bracket. 

Station announcements.—The formal opening and closing re- 
marks of the station announcer. 

Informal announcements.—Occur whenever the participants of 
the program themselves invite listeners for their next program. 

“Tie-up” talk.—Occurs only in broadcasts with two partici- 
pants. Necessarily, the remarks of two people must be tied to- 
gether when their contributions are intertwined (instead of two 
separate complete speeches). The conventional small-talk patter 
and “carry-over” from one remark to another appears here. 


A METHOD OF ANALYSIS 


The material contained within the continuities having been 
classified, the next step was to find a scheme of graphic descrip- 


260 THE JOURNAL OF BUSINESS 


tion to simplify analysis. The actual method was to read the 
talks and measure on the margins the number of inches devoted 
to the various divisions of material as previously described. Sym- 
bols on the margins recorded this information. Through use of 
these symbols, with the number of words to the line approximate- 
ly equal, it was a simple matter to measure and record the lineage 
devoted to the various brackets within each continuity. 

To make comparison simpler, structural records for the talks 
were computed by marking off a sheet into ten columns for the 
ten divisions of material; by tallying the respective inches of 
material direct from the continuities, as previously initialed, a 
structural skeleton for each broadcast emerged. 

The advantages of these outlines are apparent. By totaling 
the columns, figures representing the number of inches devoted 
to each kind of material in every broadcast were secured. By 
adding the totals of the columns, a number equal to the com- 
plete lineage of that particular talk was obtained. Thereby, sig- 
nificant proportions could be derived. 

Further, each sheet was marked with a symbol indicating 
whether returns for that broadcast were poor, medium, or good. 
. Thus, a basis for correlating returns with varying proportions of 
the different types of material in the broadcasts was secured. 
The remaining half-pages of the charts allowed ample space to 
record other observations on the same sheet. Correlations be- 
tween the notations and the initials (““P,” ““M,” “G’”’) could be 
seen and the pages could be shuffled in card-index fashion to fit 
any classification desired. 


THREE MAIN BRACKETS OF MATERIAL 


Upon inspection, it was evident that the groups of material 
could be regrouped into larger divisions for gross analysis. In the 
illustrations cited, “stories” and “background remarks” were in 
reality subdivisions of “background material.’’ Also, ‘‘advertis- 
er’s products” and the original group, “food remarks,” were listed 
here under the latter heading as inclusive. “Recipes” evolved as 
the group heading of all material relating to the subject— 
“actual recipes,” “general recipes,” and “requests for recipes.” 
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With these headings and the method indicated, the first cor- 
relations were secured. That is, the appropriate columns were 
added and compared to the total number of inches in the broad- 
cast. For example, in the March 12 chart, “background mate- 
rial,” “stories” plus “remarks,” consisted of 12} inches, and as 
the total lineage was 53 inches, the fraction came to one-fourth 
in round figures. This number used with the “M” in the chart’s 
upper corner offered data for the correlation. 

The results set forth in these pages followed the application of 
this method to the chief brackets of material—“background ma- 
terial,” “food remarks,” “recipes.” A transcript of a portion of 
the report follows: 

“Background remarks.”’—The influence of the proportion of 
background remarks upon the number of returns seems signifi- 
cant. There seems to be a close connection here between returns 
and space devoted to general observations. 

1. In eight “good” broadcasts, six have considerably less than 
one-half of their length in background material. 

2. “Medium” continuities, like the “good,” are less than one- 
half background material. In seven “medium” broadcasts, five 
have less than one-half of their length in this bracket—many 
have considerably less. | 

3. Poor continuities are one-half or more background material. 
In twelve “poor” broadcasts nine comprise one-half material of 
this nature. 

4. Summary. If the “good” and ‘“‘medium”’ talks are compared 
with the “poor” upon this basis, it is found that in fifteen “good to 
medium”’ talks, eleven are less than one-half background material. 
Of twelve “poor” talks, nine are more than one-half background 
material. 

“Food remarks.’’—The amount devoted to background mate- 
rial, of course, raises or lowers the lineage in food remarks. In 
“good” continuities, thus, with the background material declin- 
ing, the food remarks increase, and vice versa for the “poor” 
talks. Following the outline used in the previous bracket, it is 
found that: 

1. “Good” continuities average one-third or more in food re- 
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marks. In eight “good” broadcasts, six have one-third or more 
of their entire lineage here. Four exactly touch this fraction and 
two exceed it. 

2. “Medium” continuities hold to the same average as “Good” 
—one-third or more of their lineage in food remarks. In seven 
“medium”’ talks, five have one-third lineage in this bracket. 

3. “Poor” continuities supposedly hold less than one-third 
lineage in food remarks. In twelve “poor”’ talks, six agree and six 
differ with the standard. 

4. Summary. In fifteen “good to medium”’ talks, eleven have 
one-third or more lineage devoted to food remarks. In the twelve 
“poor” talks, a division of six on each side of the standard, one- 
third lineage, is found. 

“‘Recipes.”’—With only a definite number of inches in the con- 
tinuities and with the background remarks decreasing in the 
“good” talks, and with food remarks almost stationary therein, 
there are few alternatives for recipes. We find recipes show an 
increased lineage in “‘good”’ as compared to “‘poor”’ talks. 

1. “Good” continuities have one-seventh or more of their line- 
age in recipes. In eight “good” talks, six have one-seventh or 
more here. 

2. “Medium” talks should have the same fraction in this brack- 
et. In the seven “medium”’ talks, six have one-seventh or better 
in this group. 

3. “Poor’’ continuities reserve less than one-seventh of their 
lineage for recipes. In twelve “‘poor” continuities, nine have con- 
siderably less material than one-seventh. 

4. Summary. In fifteen “good to medium” talks, twelve con- 
tain one-seventh or more lineage in recipes. In twelve “poor” 
broadcasts, nine rate below the requirement. 

Various conclusions grew out of the gross analysis; but wher- 
ever in similar studies, averages are strong, and certain line-ups 
of material seem to be present in “good” continuities as compared 
to “poor,” it may be taken for granted that the differences in 
material have affected returns. Thus, certain kinds of material 
in certain definite proportions seemed to be important in drawing 
returns. 
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ANALYSIS OF MINOR GROUPS OF MATERIAL 


To test the first results achieved and to secure a better idea of 
the continuities, the main brackets were again placed in their 
original divisions. The most important component elements as 
in the example cited: (1) background material (left as a unit), 
(2) food remarks, (3) advertiser’s products, (4) general recipes, 
(5) requests for returns. 

To secure another view of the broadcasts, this analysis was 
made in terms of inches rather than fractions. The same proce- 
dure ruled—setting forth the generalization that seemed to be 
evident, bracing the thesis with the supporting data. Again, the 
list of conclusions followed the analysis. 


COMPOSITE OUTLINES: ANALYSIS 
After the study of the minor groups of material, another basis 


of comparison suggested itself. Given a numerical outline of the 
contents of the continuities, totals for each bracket within 


TABLE I 


Goop Contrnuities (A SAMPLE SERTIES)—COMPOSITE 
OUTLINES TO OBTAIN AVERAGES 


FR 
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63 
2 


12 
253 
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753 
10+ 


Total of the ‘‘good” averages—sg} inches 


every talk and an index as “poor,” “medium,” and “good,” 
composite sheets were made up for the “good,” “medium,” and 
“poor” series separately (see Table I). 

The trends of the “composites” were used as a check upon the 
standards previously set for the contents of “good” continuities. 


Date S BR = LP AR | GR RR A IA aF 
7 34 | 14] 2 
Nov. £3. @ | 908 8 3 
5 34 | 44 | 3 6} | 13] 14 
103 14} 24 3 St 13] 1} 
8} 133 | 23 | 3%] 4 4 I 
ii 65 | 154 | 22 | 25 | 302 | 72 | 312 \ 
Average........| 8 | 9+ 9+ 2+ 3+) st) 4+ 


264 THE JOURNAL OF BUSINESS 


In this case, strong agreement between the findings seemed to 
give some evidence of their accuracy. 


COMPARISON: APPEALS AND RETURNS 


In tabulating the averages, studying the talks, and analyzing 
their contents, it became apparent that the broadcasts had vari- 
ous appeals and differed in tone. To learn whether abstract factors, 
as well as the more definite concrete number of inches of types 
of material, could be analyzed seemed of interest. The exact na- 
ture of the appeal of a talk was ascertained more readily than the 
term indicates. The clues were found in the type of ingredients 
in the recipes, in the subject, most important of all, and in the 
general tone of the broadcasts. The nature of the appeals is re- 
vealed by the following classification: (a) basic appeals: (1) 
health, (2) economy; (5) special appeals: (1) occasions, (2) spe- 
cial problems, (3) novelty; (c) group appeals: (1) epicurean tradi- 
tion, (2) nationality. 

Classification of the continuities on this basis revealed that the 
nature of the appeals alone did not seem to control results. 


DIALOGUE VERSUS MONOLOGUE 


This basis of comparison, the effect of the number of partici- 
pants upon returns, was suggested by the report chart. All facts 
considered necessary for this division included subject of the 
broadcast, number of participants, and classification as “poor,” 
“medium,” or “good.” Charting the broadcasts according to the 
number of participants, in this case “‘one participant” and “two 
participants,” it was fairly simple to note the trend in returns. 
Out of twenty broadcasts with one speaker, thirteen were satis- 
factory, while of the thirteen ‘“‘two participants” group scarcely 
one-fifth rated as high. 


PRODUCTS MENTIONED: NUMBER 


Another basis of analysis applicable to many broadcasts, and 
especially to many household hours, is the number of products 
mentioned. The report chart of the talks named the principal 
and subordinate products mentioned. Data, here, were easily 
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assembled under the “poor,” “medium,” and “good”’ classifica- 
tions. It will probably be found (if number of products mentioned 
is a variable quantity) that the majority of each class of programs 
will fall into separate ranges. The majority of “good” broadcasts, 
for example, in one study were found to carry four products or 
less. 

A corollary of this discussion from another angle—the effect of 
repetition of name of products upon returns—was analyzed. In- 
spection of the report chart revealed that many of the talks re- 
named products featured as principals in previous talks. Cursory 
study showed a significant relationship between returns and repe- 
tition of products advertised. 


ANALYZING SEASONAL VARIATIONS 


The number of listeners, or at least the number of “‘write-ins,”’ 
is a quantity varying with the seasons.* 

In summer, owing to imperfect reception conditions, and the 
greater attraction of the out-of-doors, the number of listeners is 
appreciably reduced, many radio advertising men hold. Conse- 
quently, a broadcast, whether “good” or “poor” in itself, will 
draw smaller returns. In autumn, we would expect the radio 
audience to increase, reaching its peak in the winter months (for 
a large part of the country). In the spring again, returns show a 
seasonal decline. Thus, the returns by months on the basis of 
“Number of Letters Requesting Recipes” were grouped to note 
seasonal changes (see Table II). 

To make allowance for this fact, seasonal correction of the re- 
turns was made, January (with the highest number of returns) 

4 That this fact has general acceptance can be proved by two surveys, one by 
Professor J. L. Palmer of the University of Chicago, ‘‘Survey of Radio Listening 
Habits,” Journal of Business, October, 1928, and the other by Daniel Starch, A 
Study of Radio Broadcasting. (The revised study takes the opposite view.) 

The Association of National Advertisers in a study prepared for their members, 
The Advertiser Looks at Radio, chart fan mail with substantially the same (p. 89) 
curves except for a February instead of a January peak. This Thing Called Broad- 
casting by Alfred N. Goldsmith and Austin C. Lescarboura (New York: Henry 
Holt, 1930), reveals a seasonal fluctuation in mail for all N.B.C. programs (p. 292). 


A recent study by Columbia Broadcasting Systems says that the summer radio 
audience is reduced by less than 10 per cent, compared to the spring audience. 
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being taken as the base month, and the following formula being 
used: 


Base month average 
Average returns for the month 
Monthly correction number of returns for particular talk=adjusted 
figure. 
By this means it was possible to learn whether each broadcast 
was “good,” “poor,” or “medium” for the month in which it was 


= Monthly correction factor.s 


TABLE II 
SEASONAL CHANGES IN RETURNS* 


Autumn Winter 
(Better) 


* Figures changed but situation identical. 


given, as well as by the fixed standards first established. The for- 
mula was applied to all the broadcasts. 

But the crux of the matter lay in the bearing of these changes 
upon the standards previously set up. With the allocation of 
1,300-2,300, “poor”; 2,300-3,300, “medium’’; and 3,300~4,300, 
“good” the adjusted figures were placed in the classifications 
again. Thus, the August 9 talk had been classed as “medium,” 
and the adjusted figure wa’ also “medium.” Therefore, this talk 


5 


Month Aug. Sept. Oct. Nov. b Jan. Feb. 


Total returns... .| *3,181 | 3,303 | 5,779 10,829 | 7,454 

Average returns. . 795 8734] 1,1558 2,707%| 1,8034 
January average | 
Monthly average 3.40 3.10 2.34 1.00 1.45 


* All figures in this report changed. 


Summer 
(Good) 
6,574 16,881 22,639 
Average........ 3,287 5,627 7,540 
4,356 
2,178 
1.24 
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had been correctly classed from the standpoint of actual returns, 
and also on the basis of the particular month’s potential strength 
as a “‘reply-getter.” 

The comparative chart of unadjusted and adjusted returns for 
the most part revealed striking agreement (see Table III). 


TABLE 
UNADJUSTED COMPARED TO ADJUSTED RETURNS 


UNabDJUSTED 


Whether a similar study can be made for other sponsors’ broad- 
casts depends upon (1) the nature of the data available and (2) 
upon the premises that the continuities can be broken down in- 
to broad groups of material, and that some criterion of effective- 
ness, such as returns, is applicable. 

BERNARD D. URIST 


UNADJUSTED ADJUSTED ADJUSTED 
Date Class Returns Date Class Class | Returns 
ae M 2,702 || Nov. 27..... P P 871 
Aug. 16......| G 3,953 || Dec.4......] G G 6,888 
Aug. 23......| M 2,722 || Dec. 1z..... P M | 2,958* 
P 1,341 || Dec. 18.....] P P 2,205 
P+ 3,102 || Dec. 24..... P P 731 
P Dee. P P 663 
P+ 2,931 || Jan. 22......| Month/.......]....... 
P 1,304 || Feb.5......| M 3,004 
M 4,066 || Feb. 12..... P 1,704 
Get. 90. ...... P 2,124 || Feb. 19..... P 1,710 
Nov. 6.......| P 1,275 || Feb. 26.....| G. 4,253 
Nov. 13......] G 4,661 |} Mar.5......| M 2,731 
Nov. 20...... G 3,900 || Mar. 12..... M 2,626 
* =changed by seasonal corrections. 
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II. FROM THE SHERMAN ACT TO THE CLAYTON ACT— 
Continued 


F. THE CONTEMPT CASES—Continued 


Ill. THE RIGHT TO JURY TRIAL 


URING the period under discussion, considerable con- 
troversy revolved about the question whether or not a 
contempt proceeding should be regarded as a criminal 

proceeding. The most important implication of the question was 
that, if contempt proceedings are criminal in character, there was 
a possibility that the Constitution furnishes a guaranty of trial by 
jury in such cases.** Let us assume, for present purposes, that all 
contempt of court is criminal in character—an offense against the 
state. Does it follow from this assumption that the Constitution 
guarantees jury trial in contempt cases? 

The provisions of the Constitution which might be applicable 
are found in Article III, section 2: ‘The trial of all crimes, except 
in cases of impeachment, shall be by jury”; Amendment VI: “In 
all criminal prosecutions, the accused shall enjoy the right to a 
speedy and public trial by an impartial jury of the State and dis- 
trict where the crime shall have been committed 

A search of the digests does not disclose that the application of 
Article III, section 2 ever has been called in question as a guaranty 
of jury trial in a case involving contempt. But in Callan v. Wil- 
son” we find the following statement, which indicates the manner 
of approach which doubtless would have been adopted had an at- 
tempt been made to make use of the section in this regard. The 
court said, in part: “The guaranty of a trial by jury, in the third 

28 Since the Clayton Act, of course, trial by jury may be enjoyed in the labor 


cases, where contempt is alleged. The question, however, is not without its histori- 
cal interest, and the discussion of it has some value. 


19 (1888) 127 U.S. 540, Appendix, Case No. 10. Journal of Business, April, 1930, 


PP. 217, 233. 
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article, implied a trial in the mode and according to the settled 
rules of the common law.... ,”’ however this language might 
have been interpreted. 

The question of the applicability of Amendment VI to this 
matter was raised, for the first time so far as known, in a col- 
lateral connection, in Jn re Terry.”° The matter was dismissed 
without extended discussion. “Nobody,” says the court, “has 
ever claimed, so far as we are aware, that a party is entitled to a 
trial by jury in a proceeding for contempt... . ,”’ though the re- 
port does disclose that the contemptuous acts were acts of violence 
and that the said acts were committed in the face of the court and 
under its own observation. In the Debs case,” the Supreme Court 
said, ‘‘Nor is there in this any invasion of the constitutional right 
of trial by jury.” Most of the court’s argument, however, is in 
support of the jurisdiction of courts to deal summarily with con- 
tempt, and rests upon the historical ground which we have al- 
ready considered ;”* but upon the specific question, of the right of 
trial by jury, the court quotes itself in Eilenbecker v. Plymouth 
County:*3 “Tf it has ever been understood that proceedings ac- 
cording to the common law for contempt of court have been sub- 
ject to the right of trial by jury, we have been unable to find any 
instance of it”; and Commission v. Brimson:?4 “Surely it cannot 
be supposed that the question of contempt of the authority of a 
court of the United States, committed by a disobedience of its 
orders, is triable, of right, by a jury.”” The court, in the Debs 
case, continued by saying, “In brief, a court enforcing obedience 
to its orders by proceedings for contempt is not executing the 
criminal laws of the land, but only securing to suitors the rights 


220 (1889) 36 Fed. 419. (1889) 37 Fed. 651. (N. D. California). Affirmed in 128 
U.S. 289. This apparently was not a labor case. 


2 The injunction case (1894) 64 Fed. 724. Case No. 35, Appendix. 158 U.S. 
564, Case No. 35a. 


222 Journal of Business, April, 1931, page 201. 
223 (1890) 134 U.S. 31; 10 S.C. 424. This was not a labor case. 
244 (1894) 154 U.S. 447, 14 S.C. 1125. This, too, was not a labor case. 
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which it has adjudged them entitled to.”**5 In U.S. v. Sweeney,* 
the only other reported case in which this question was raised, 
the Circuit Court merely followed the decision of the Supreme 
Court in the Debs case. Thus, it is clear that contempt proceed- 
ings are regarded, not as ‘‘criminal prosecutions” in the constitu- 
tional sense, but as a means of insuring to litigants the right to 
which the courts have adjudged them to be entitled, in the pro- 
ceeding of which the acts are in contempt. No distinction is sug- 
gested in these cases, between contempt in the face of the court 
and contempt committed elsewhere, and no examination of the 
merits of the rule was attempted. It was regarded as axiomatic 
that defendant in contempt proceedings was not entitled under 
the old common law to a jury trial, and that the old common law 
was intended to be left intact, in this respect, by this provision of 
the Constitution. 

And yet, in a slightly different kind of case,’ it was held that 
contempt proceedings are criminal proceedings in a sense different 
from that in which the term “criminal prosecution” is used in the 
Constitution. A federal statute of limitations provided that “no 
person shall be prosecuted, tried, or punished for any offense not 
capital, except ...., unless the indictment is found or the in- 
formation is instituted within three years next after such offense 
shall have been committed.’’* A contempt proceeding against 
Gompers and others was held, upon appeal to the Supreme Court 
of the United States, to have been invalid because it was a pro- 
ceeding of a kind within the meaning of the statute referred to. 
There is no real inconsistency between this decision and those 
last referred to, however. The key to the distinction seems to lie 
in the word “offense.”” The term is regarded as generic rather than 

228 It is somewhat remarkable that this question was not raised for a hundred 
years after the adoption of the Constitution; and yet, perhaps, this very lack of 
contention argues for the general acceptance of the traditional view of Almon’s case. 
All this in spite of the statute of 1831 [R.S. 725]. See Journal of Business, III, 220; 
III, 356; IV, 196, 202. 

26 (1899) 95 Fed. 424. Appendix, Case No. 42. 


27 U.S. v.Gompers (1911), 40 App. D.C. 293; reversed in 233 U.S. 604, Appendix, 
Case No. 89 and 89a. 


28 R.S., sec. 1044 (1876). 
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specific; and its meaning is sufficiently broad to include both 
crimes in the usual sense and contempts of court. A crime is an 
offense, and a contempt of court is an offense, within the meaning 
of this statute; but they are not, for that reason, offenses of the 
same order; and we cannot conclude, from the fact that both are 
offenses, that both are of such character that trials of persons 
charged with such offenses are ‘“‘criminal prosecutions” in the con- 
stitutional sense. That is, we cannot, from the fact that crimes 
and contempts of court both are “offenses” within the meaning of 
the statute, conclude that proceedings in both instances are “‘crim- 
inal prosecutions.” To put the matter in another form: a con- 
tempt proceeding may be a proceeding in which one is “tried for 
an offense” within the meaning of the statute of limitations, with- 
out being at all a “criminal prosecution” within the meaning of 
the Sixth Amendment. The view taken by the majority of the 
court in the Gompers case” certainly is a reasonable one. Per- 
haps a contrary view is also reasonable; but since the two doc- 
trines are not really inconsistent, and since the doctrine that the 
Sixth Amendment does not safeguard jury trial in contempt cases 
was developed long before the Gompers case, we cannot legiti- 
mately use the latter case as a basis for criticism of the other 
doctrine. The critics of the Debs case, for obvious reasons, do not 
criticize the Gompers case. 

There is yet another aspect of the matter. In U.S. v. Colo,° 
in a proceeding in contempt, the question arose as to what degree 
of proof shall be required in order that the court be convinced 
that respondent has done such acts as constitute contempt. In 
that case, the rule adopted was the rule usually adopted by the 
federal courts in criminal prosecutions: The court (or the jury, as 
the case may be) must be convinced beyond a reasonable doubt that 
the alleged acts were committed by respondent. This rule, ob- 
viously, is more favorable to the respondent than the rule of civil 
procedure to the effect that the tribunal need only be “‘convinced” 
of any fact by a preponderance of all the evidence, in order that such 


29 Justices Van Devanter and Pitney dissented in the Gompers case, but they 
filed no opinions. 
239 (1914) Appendix, Case No. gg. 
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fact be regarded as established, for the purposes of the tribunal. 
It is conceivable that the adoption of this rule of criminal proce- 
dure in the Colo case might have been made the basis for the con- 
tention that contempt proceedings should be regarded as ‘‘crimi- 
nal prosecutions” in which the Sixth Amendment prescribes trial 
by jury. But in spite of the fact that this rule was first applied in 
1874** and in spite of the additional fact that the same rule was 
followed and approved by the Supreme Court in U.S. v. Debs,?3* 
it does not appear to have been urged as an argument for jury 
trial. Prior to the adoption of the Clayton Act, contempt proceed- 
ings of all sorts are not criminal prosecutions within the meaning 
of the Sixth Amendment, the rules of criminal procedure are ap- 
plicable (in the federal courts with respect to the degree of “proof” 
required), and (though there is only the Gompers case) such pro- 
ceedings are “‘trials of offenses” within the meaning of the federal 
statute of limitations in Revised Statutes, sec. 1044.73 


2 U.S. v. Chaffee, 18 Wall, 516; 21 L. Ed., 908. 
232 (1895), Appendix, Case No. 35a. 


233 It was my original intention to discuss to some extent the distinction between 
civil and criminal contempt; but it is my present belief that the matter is worth no 
more than this brief note, for two major reasons: (a) Though an alleged distinction 
between civil and criminal contempt has been urged in some of the cases, including 
U.S. v. Gompers, it does not seem to have other than procedural significance. (6) 
The basis of the distinction is shifting in character. The distinction made by some 
courts is the following: If the conduct of the contemner is directed against the au- 
thority and dignity of the court, the contempt is criminal; if it is a failure to do some 
act decreed for the benefit of a private person, it is not an offense to the dignity of 
the court but against the party on whose behalf the violated order is made (13 
C.J. 6). But this distinction is worth little, because it does not preclude an offense 
of the second type being in addition an offense against the dignity of the court. In 
fact, the essence of contempt is often, if not usually, assumed to lie in its offense 
against the authority of the court (Jour. Bus., IV, 194-95). Another basis for the 
distinction: If the proceeding looks toward punishment to vindicate public author- 
ity, it is criminal; if its function is to enforce civil rights, it is civil (72 NE. 277). But 
notice the quotation from the Debs case, pp. 269 f., supra, where the court states 
that the basic function of contempt is to secure to litigants the rights to which they 
are entitled. A slightly different distinction is indicated in the following quotation 
from State v Knight (3 S.D. 509; 44 Am. St. Rep. 809): “If the contempt consists 
in the refusal of a party to do something which he is ordered to do for the benefit or 
advantage of the opposite party, the process is civil, and he stands committed until 
he complies with the order. The order in such a case is not in the nature of a punish- 
ment, but is coercive, to compel him to act in accordance with the order of the 
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THE STATE OF THE LAW 


Before we attempt to make a statement relative to the attitude 
of the courts toward organized labor and a statement as to the 
attitude of organized labor and its friends toward the courts and 
the law, it is desirable that we set down a brief summary of the 
law which had been developed after the Sherman Act and before 
the adoption of the Clayton Act.?# 

a) The criminal cases.—In the first place, there can be no crime 
against the United States, except a violation of some statute of 
the United States. Debs and his associates were convicted, under 
such a statute, of conspiracy to obstruct the passage of the mails; 
and in U. S. v. Raish a primary boycott was declared a violation 
of a statute prohibiting certain types of fraud; and in Adair v. 
U.S. the statute under which the prosecution was brought was 
held unconstitutional. The only development of significance in 
the period, so far as the criminal cases are concerned, was the 
Adair case; and that, of course, was only incidentally in the field 
of criminal law. 


court. If, on the other hand, the contempt consists in the doing of a forbidden act, 
injurious to the opposite party, the process is criminal and conviction is followed 
by fine, or imprisonment, or both; and this is by way of punishment.” That is to 
say, civil contempt is failure to obey a positive injunction for some private person’s 
benefit and the proceeding is coercive; and criminal contempt is in the nature of 
failure to obey a negative injunction and the proceeding is punitive in character. 
This classification cuts sharply across those made in the other two groups. Some 
courts make the distinction upon the ground that some contempts are violations of 
decrees entered in civil proceedings and others are violations of decrees entered in 
criminal proceedings. The latter distinction is not much followed. 

The fact of the matter seems to be that the distinction between civil contempt 
and criminal contempt is one of those distinctions of which the courts make use to 
justify conclusions which they reach upon other grounds. If the distinction between 
civil and criminal contempt supports the conclusion which the court desires to 
reach, the distinction is used; if not, some other distinction may be used, or the 
distinction may be disregarded. 

The distinction has some important procedural functions. Criminal contempt 
may be punished by imprisonment or by fine payable to the government; civil con- 
tempt is not regarded as punishable, since fines assessed are for the benefit of a 
litigant injured by violation of the decree, and imprisonment is used as a device 
for compelling performance of an affirmative decree (U.S. v. Gompers, supra). 


3344 The state of the law in 1893 is summarized in Journal of Business, III, 231. 
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b) The receivership cases—It was definitely settled in this 
period that a strike against a receiver is not per se unlawful; 
and that the receiver may not lawfully make arbitrary changes in 
working schedules, if such changes are in violation of working 
agreements or even of understandings with the men.” The valid- 
ity of a ‘“‘yellow-dog” contract imposed upon workers by a re- 
ceiver was recognized by a refusal to enjoin the discharge of men 
for the violation of such an agreement.*37 There were no cases 
after 1894 in which the receivership relation was used as the basis 
for a petition for an injunction, or as the basis of a contempt pro- 
ceeding. 

c) Action for damages under the Sherman Act.—In the case of 
Loewe v. Lawlor, the Supreme Court for the first time decided that 
the Sherman Act is applicable to labor unions. The members of 
the union who were held responsible for the acts complained of 
(certainly for the secondary boycott which interfered with inter- 
state commerce) were held liable in damages under the statute. 

d) Government injunctions.—Apart from those cases in which 
the issues bear upon contempt of court, there are in the period but 
two instances in which injunctions were granted at the instance of 
the federal government. Both of those cases were brought under 
the Sherman Act. There were three cases in which injunctions 
prayed by private parties under the Sherman Act were denied 
upon the ground that the Act did not give the courts jurisdiction 
over petitions of private parties. The first of the two cases in 
which injunctions were granted upon petition of the government 
was U.S. v. Workingmen’s Council,* in which the injunction for- 
bade the use of violence and intimidation which interferes with 
the free movement of interstate commerce. It is the violence and 
intimidation which constitute an offense under the Act. But in 
U.S. v. Elliott? the injunction, so far as the report discloses, is 
based upon the sole ground that there is an attempt, quite irre- 


233 Ames v. U. P. R. Co., ibid., III, 360. 

236 Arthur v. Oakes, ibid., p. 359. 

231 Platt v. Phila. & R. Co., ibid., p. 363. 

238 Tbid., pp. 446 f. 

239 [bid., pp. 446 f. See p. 276, n. 252, infra, also. 


. 
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spective of violence or intimidation, to obstruct the movement of 
commerce. Some of the language of the Elliott case, indeed, looks 
as if the court would be willing to enjoin a strike as a concerted 
movement to interfere with interstate commerce. That such is the 
law, however, was denied by Justice Harlan in Arthur v. Oakes. 
Yet it should be recalled that there was no immediate dispute in 
the Elliott case. The activities were in aid of the Pullman strikers 
—it was an attempt to induce a sympathetic strike, so far as it 
was a strike at all. Thus, the law settled during the period, so far 
as government injunctions are concerned, is merely that concerted 
violence and threats, or concerted action to prevent employment 
and thus to interfere with interstate commerce, will be enjoined 
at the instance of the government, but that a strike, as such, will 
not be enjoined. 

e) Injunctions at the instance of private parties —The Sherman 
Act gave the federal courts no jurisdiction to grant injunctions at 
the instance of private parties; but upon general principles of 
equity jurisprudence and jurisdiction, the following principles 
were developed: 

1. Where there is a real dispute or disagreement with an em- 
ployer, a strike is not enjoinable, per se, even though the strike is 
in violation of a valid agreement.™° 

2. A sympathetic strike in violation of a state statute is en- 
joinable in the federal courts.” 

3. The performance of a monopolistic agreement, or of an 
agreement in restraint of trade, is not enjoinable as a conspiracy 
at common law.” 

4. Boycotts are enjoinable as ‘wrongful conspiracies,” though 
the issues involved are not adequately examined,** and though 
there is one case in which a primary boycott is said not to be 


240 D. L. & W. Ry. v. Switchmen’s Union, ibid., p. 452. 

24 Irving v. Joint Council, ibid., p. 453. No federal case of the period discloses 
the common-law status of a sympathetic strike. 

242 National Fireproofing Co. v. Mason Builders’ Assn., ibid., pp. 450, 454. 

243 Oxley Stave Co. v. Coopers’ Unior., ibid., p. 456; Shine v. Fox, ibid., p. 458. 
See, also, the two telephone cases, Nail. Tel. Co. of W. Va. v. Kent, and Rocky 
Mountain Tel. Co. v. Montana Fed. of Labor, ibid., p. 464. 
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necessarily unlawful at common law. The law of boycotts is not 
settled in the period; but in all the decisions save one, no distinc- 
tion is recognized between primary and secondary boycotts. Even 
the publication of an “unfair list” was enjoined. 

5. The primary black list by employer is not enjoinable.™ 

6. The following means and methods of “picketing” are enjoin- 
able: assaults, destruction and injury of property, abduction, ob- 
struction of physical operation of plant, threats of injury to person 
or property, the use of indecent and provocative language, ob- 
struction of commerce, interference with the mails, and meddling 
with the operation of safety devices.*47 All of these partake of the 
nature of violence and intimidation; but in two instances, pro- 
longed peaceful picketing was enjoined as likely to become a 
nuisance and coercive in effect!** 

7. Peaceful picketing is not enjoinable, in the view of one 
court. 

8. The holding of peaceful meetings for discussion, by union 
members, is not enjoinable.?” 

9. Peaceful neglect of duty, in violation of a contract at will, 
though the men remain at work, is enjoinable.?* 

10. Peaceful persuasion of men to neglect their duty, though 
remaining at work, is enjoinable.?* 

11. The use of violence to compel recognition of a union and to 
bring about dealings with it by employers is enjoinable,?* though 


244 Gill Eng. Co. v. Doerr, ibid., p. 460. 
4s Loewe v. Calif. Fed. of Labor, ibid., p. 458. See also Seattle Brg. Co. v. Hansen, 
ibid., p. 459, though in the latter case placarding was held “intimidative.” 


246 Boyer v. Western Union Tel. Co., ibid., pp. 460-61. The black list, of course, is 
merely a boycott by the employer. 


+47 Cases cited in Journal of Business, III, 461-62. 

248 Otis Steel Co. v. Iron Moulders’ Union, ibid., p. 461. U. P. v. Ruef, ibid., p. 464. 

+49 Pope Motor Car Co. v. Keegan, ibid., p. 463. 

28° Goldfield Cons. Min. Co. v. Miners’ Union, ibid., p. 463. 

2st Southern Calif. Ry. v. Rutherford, ibid., pp. 453, n. 108; 463, n. 144. 

382 Southern Ry. v. Machinists’ Union, ibid., pp. 461, n. 130; 463. There may 
have been such facts in the Elliott case too. 

23 Consolidated Steel & Wire Co. v. Murray, ibid., 111, 466-67; Reinecke Co. v. 
Wood, ibid., p. 467, n. 156. 
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by dictum in the same case it is indicated that it is the belief of the 
court that it is not unlawful for union organizers, even though not 
employed by complainant, to try by peaceful means to induce men 
to leave complainant’s service.*™ 

12. Injunction to restrain unlawful interference with opera- 
tions of a business will be granted upon petition of bond-holders,?55 
and even upon petition of persons whe are unable to perform their 
own contracts because of the stoppage of deliveries of goods to 
them by the party whose workmen the union seeks to organize.” 

13. The use of money as a controlling inducement to men to 
leave their employment is enjoinable, though payment of strike 
benefits and moving expenses of men who wished to leave em- 
ployment is not unlawful.?%” 

14. So far as the Hitchman case had progressed through the 
courts at the end of this period, it had been declared lawful for 
officers of unions, in attempt to bring about recognition of unions, 
to attempt to induce men by peaceful persuasion to join the union, 
even in violation of the terms of their employment under a yellow- 
dog clause. The reversal of this decision of the Circuit Court of 
Appeals by the Supreme Court did not come until 1917. At some 
later time we shall examine it at such length as it seems to de- 
serve. 

f) The law of contempt.— 

1. Every court has jurisdiction to try contempts of itself.?* 

2. Persons accused of contempt are not entitled to jury trial.’ 

3. Strangers without knowledge of a given decree probably 
may not be held guilty of contempt for violation of such decree. 

234 Ibid., p. 467. It is to be presumed that the court would apply this dictum, 
if at all, only where there was no binding contract of employees to remain in the 
complainant’s service. See paragraph 14, infra. 

288 Carter v. Fortney, ibid., pp. 467, 468. 

2386 Chesapeake & O. Coal Agency v. Fire Creek C. & C. Co., ibid., p. 467. 


237 Tunstall v. Stearns C. Co., ibid., p. 469, and Bittner v. W. Va-Pgh. C. Co., 
ibid., p. 470. These cases try to draw a line between persuasion and bribery, 
and with considerable success. 


288 Journal of Business, IV, 196, 200. 
239 Supra, pp. 268 ff. 
260 Journal of Business, IV, 203-5. 
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4. Persons with actual or constructive knowledge of the decree 
may be held in contempt, whether or not they have realized, at 
the time of commission, that they were violating the decree.”™ 

5. One may not be charged with notice, merely by naming him 
in a decree.” 

6. Lack of jurisdiction to hear a cause is a good defense for the 
violation of an order issued in such cause ;**’ but mistakes in proce- 
dure or errors of law in issuing a decree are not valid defenses for 
violation of a decree.™ 

7. A contempt proceeding is regarded as a “trial of an offense”’ 
within the meaning of the federal statute of limitations.” 

So far as the federal courts are concerned, and in addition to the 
usual criminal statutes, organized labor is confronted, for one 
thing, by the menace of liability of the members of unions under 
the Sherman Act. That liability is measured by treble the amount 
of damage shown to be caused by the acts of the organization; and 
liability attaches, certainly, to the secondary boycott which inter- 
feres with interstate commerce; whether it attaches to the primary 
boycott, no one can say. 

Organized labor is confronted, for another thing, by the injunc- 
tion at the instance of the government, for violation, not only of 
the ordinary criminal statutes, but of the terms of the Sherman 
Act. The “primary” strike, as such, is not a violation of the Act; 
but the sympathetic strike was enjoined in the Elliott case. 

Organized labor is confronted, for a third thing, by the use of 
the injunction at the instance of private parties. True, this weap- 
on is not available for violation of the Sherman Act, and it may 
not be used to restrain a “primary” strike, per se; but the in- 
junction has been used to terminate boycotts, without recognition 
on the part of the courts of any essential distinction between 
primary, secondary, and compound boycotts. The injunction also 
has been used to reduce the effectiveness of picketing. To be sure, 
the prohibitions of the writs have usually been confined to acts of 


Tbid., pp. 204-5. 262 Tbid., pp. 205-8. 

3 [bid., pp. 208-10. There is no federal labor decision bearing directly upon this 
point; but it is well established elsewhere. 

%4 Tbid., pp. 208-9. %s Supra, pp. 270 f. 
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violence; but we find two cases in which persistence is regarded 
as “coercive” and hence unlawful. The injunction has been used, 
further, to restrain even peaceful persuasion of men to neglect 
their duties while at work under contract. Whether this will ex- 
tend to the “‘yellow-dog”’ contract is as yet uncertain when we 
come to the end of our period, since the Hitchman case has not at 
that time been finally decided. And the use of money by the 
unions is dangerous, since it may be interpeted as a “controlling 
inducement” to men to leave their employment and, therefore, as 
enjoinable. 

Organized labor is confronted, for a fourth thing, by the fact 
that the decrees of the courts are often couched in language at 
once broad and sweeping, vague and indefinite. It is thus fre- 
quently quite impossible for members and officers of unions to 
determine the scope of what is lawful and what is unlawful, after 
the issuance of a decree; and the position of the workers is made 
still more uncomfortable in this regard by the summary character 
of the procedures in contempt cases. 

Organized labor is confronted, for a fifth thing, by the fact that 
the courts do not see in the employer’s black lists anything similar 
to what they see in an employees’ boycott. To the worker, this 
seems unreasonable and unfair. 

For a final thing, organized labor is confronted by the fact that 
the Supreme Court of the United States is unwilling to admit the 
power of Congress to outlaw the “yellow-dog contract,”’ by mak- 
ing the imposition of such a contract upon workers a criminal 
offense under the laws of the United States. 

Organized labor, then, in the first decade of the present cen- 
tury, feels that there is danger that it will be rendered powerless 
by the application of the Sherman Act and by the use of the in- 
junction with the accompanying summary procedure in contempt 
cases; but there is at this period no appreciable insistence upon or 
even appeal to anarchism or syndicalism, such as was the case 
during earlier periods. There is little, if any, distrust of law as 
law; there is principally only dissatisfaction with particular laws. 
In their apprehension and dissatisfaction, labor leaders of the 


266 Commons, History of Labor in the United States, I, 15-19. 
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period turn to Congress for the adoption of measures which will 
change the law. Congress had been striving for more than twenty 
years to articulate something of the sort””’ in response to the de- 
mands of labor. In the Clayton Act, Congress finally spoke. With 
what effectiveness it spoke, we shall attempt to disclose in sub- 
sequent articles in this series. 


NotEe.—I have purposely refrained from all mention in the text, 
of the state and federal statutes of the period, so far as they looked 
toward the regulation of employment and conditions of work. 
The federal cases dealing with these matters are not a part of the 
story of the federal courts and organized labor. But as a sort of 
side light upon the state of the law throughout the country, it 
seems worth while to catalogue briefly the statutes of the states 
which had been brought into question in the Supreme Court dur- 
ing the period. It is worthy of note that nearly all of them were 
upheld as valid exercise of the police powers of the states; and 
even the notable exception, Lochner v. New York, has since been 
overruled. 


STATE STATUTES 


State employers’ liability acts, changing the common-law rules 
of assumption of risk and contributory negligence, as well as the 
fellow-servant rule: 

Towa: 

(1886) C. N. W. Ry. v. McLaughlin, 119 U.S. 566; 7 S.C. 1366. 

(1888) M. & St. L. Ry. v. Herrick, 127 U.S. 210; 8 S.C. 1176. 

(1890) C. M. St. P. Ry. v. Artery, 137 U.S. 507; 11 S.C. 129. 

(1911) C. B. & Q. R. Co. v. McGuire, 219 U.S. 549; 31 S.C. 250. 

Kansas: 

(1888) M. P. Ry. v. Mackey, 127 U.S. 205; 8 S.C. 1161. 

(1895) Chicago, K. & W. R. Co. v. Pontius, 157 U.S. 209; 15 S.C. 585. 
Texas: 

(1892) Texas & P. R. Co. v. Cox, 145 U.S. 593; 12 S.C. 905. 

(1903) Texas & P. R. Co. v. Behymer, 189 U.S. 468; 23 S.C. 622. 

(1903) Texas & P. R. Co. v. Carlin, 189 U.S. 354; 23 S.C. 585. 

(1913) Texas & P. R. Co. v. Harvey, 228 U.S. 319; 33 S.C. 518. 


7 Frankfurter and Greene, The Labor Injunction, chap. iv. 
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Indiana: 
(1899) Tullis v. L. E. & W. R. Co., 175 U.S. 348; 20 S.C. 136. 
(1910) L. & N. Ry. Co. v. Melton, 218 U.S. 36; 30 S.C. 676. 
(1913) C. I. & L. Ry. v. Hackett, 228 U.S. 550; 33 S.C. 581. 
Minnesota: 
(1905) Minn. Iron Co. v. Kline, 199 U.S. 593; 26 S.C. 159. 
Mississippi: 
(1910) M. J. & K.C. R. Co. v. Turnipseed, 219 U.S. 35; 31 S.C. 136. 
(1914) Easterling L. Co. v. Pierce, 235 U.S. 380; 35 S.C. 133. 
Arkansas: 
(1911) Aluminum Co. v. Ramsey, 222 U.S. 251; 32 S.C. 76. 
Nebraska: 
(1912) M. P. Ry. Co. v. Castle, 224 U.S. 541; 32 S.C. 606. 
Miscellaneous acts: 
Utah lien law: (1881) Mining Co. v. Cullins, 104 U.S. 176. 
Texas lien law: (1889) Hassall v. Wilcox, 130 U.S. 493. 
Utah hours of service in mines, Holden v. Hardy, 18 S.C. 383. 
State safety regulations: 
Alabama: (1888) N.C. St. L. Ry. v. Alabama, 128 U.S. 96. 
Indiana: (1913) Barrett v. Indiana, 229 U.S. 26. 
Illinois: (1913) Chicago D. & C. Co. v. Fraley, 228 U.S. 680. 
Pennsylvania: (1914) Plymouth C. Co. v. Penna., 232 U.S. 531. 
Arkansas: 
Wages payable on discharge: (1899) St. L. J. M. & S. Ry. v. Paul, 
173 U.S. 404. 
Full-crew law of 1907: (1911) C. R. I. & P. Ry. v. Arkansas, 219 U.S. 453. 
Basis of payment of miners: (1909) McLean v. Arkansas, 211 U.S. 5309. 
Tennessee: 
Redemption of store orders in cash: (1901) Knoxville Iron Co. v. Harbison, 
183 U.S. 13. 
New York: 
Hours of service of bakers, statute held invalid: (1905) Lochner v. New 
York, 25 S.C. 539. 
Child-labor statutes: 
Delaware: (1907) Wilmington Star Mill Co. v. Fulton, 205 U.S. 60. 
Illinois: (1913) Sturgis & B. Co. v. Beauchamp, 231 U.S. 320. 
Women’s hours of work: 
Oregon: (1908) Muller v. Oregon, 208 U.S. 412. 
Massachusetts: (1914) Riley v. Massachusetts, 232 U.S. 671. 
Alabama: 
Statute making a crime of refusal to work when under contract, held in- 
valid: (1910) Bailey v. Alabama, 219 U.S. 2109. 
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Massachusetts: 
Assignment of wages without employers’ assent is invalid; statute upheld: 
(1911) Loan Co. v. Martell, 222 U.S. 225. 
New York: 
Semimonthly wage payment statute upheld: (1914) Erie R. Co. v. 
Williams, 233 U.S. 685. 
Missouri: 
State antitrust act is not invalid by reason of failure to embrace vendors of 
labor: (1914) Intl. Harvester Co. v. Missouri, 234 U.S. 199. 


FEDERAL STATUTES (OTHER THAN THE ERDMAN ACT) 


Safety appliance laws: 

Act of 1893 upheld: St. L. I. M. & S. Ry. v. Taylor (1908) 210 U. S. 281. 
(I need not cite the cases upholding the various amendments of the 
Safety Appliance Acts.) 

Employer’s Liability Act of 1908: 

(1912) Mondou v. N.Y., N.H. & H. R. Co., 223 U.S. 1. 
Hours of Service Act of 1907: 

(1911) U.S. v. A. T. & S. F. Ry., 220 U.S. 37, by implication. 


Jay Fintey Carist 


[To be continued] 


EDUCATION FOR BUSINESS AND 
THE JUNIOR COLLEGE 


USINESS men of this generation have been made vividly 

B aware of the influences of that fast-growing part of edu- 

cational life, the collegiate school of business. Its gradu- 

ates are among the executives of almost all large modern organi- 

zations; indeed, they are themselves, in not a few instances, the 
owners or controlling factors in important concerns. 

The business men of the preceding generation saw a rapid ex- 
pansion of business education in quite a different form. It was 
that which developed with great rapidity in the high schools be- 
ginning in the nineties, and which grew—and is still growing— 
until there are now estimated to be not less than a half million 
students in high-school commercial courses. 

The collegiate school of business brought the business manager 
a group of graduates which must be considered for staff and execu- 
tive positions. The high school brought him, and still brings him, 
a great group of applicants which he considers for clerical posi- 
tions and the possibility of advancement to minor executive work. 
There now appears a comparatively new institution, including in 
its offerings education for business—the junior college. Business 
men and educators alike will be interested in knowing the status 
of this comparatively new institution, to learn what it is attempt- 
ing to do in business training, and to consider the purposes toward 
which it should be guided in the future. 


WHAT IS THE JUNIOR COLLEGE? 


The junior college has been defined by its own official organiza- 
tion, The American Association of Junior Colleges, as ‘‘an institu- 
tion offering two years of instruction of strictly collegiate grade.” 

The junior college is, relatively speaking, new among American 
educational institutions. The idea of the junior college, in vague 
form at least, is less new. It is said that President Henry P. 
Tappan in his inaugural address at the University of Michigan in 
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1852 suggested the transfer of the work of the secondary depart- 
ments of the university to the high schools. Similarly, Colonel 
Folwell, at the outset of his career as president of the University 
of Minnesota, suggested that ultimately the work of the Fresh- 
man and Sophomore years of the university might be undertaken 
by the larger secondary schools." 

The first actual recognition of a distinction between the earlier 
and later years of university work appears to have been made at 
the University of Michigan in 1883 with the introduction of what 
was known as “the university system,” which required a student 
to undertake a new approach to and a new responsibility for his 
work beginning with the Junior year. The plan was abandoned a 
few years later, apparently on account of administrative diffi- 
culties.’ 

The most effective and far-reaching university influences in the 
formation of the junior colleges came from President Harper of 
the University of Chicago and Dr. A. F. Lange of the University 
of California. More than one student of the junior college move- 
ment refers to the former as the father of the institution. As a re- 
sult of his philosophy of education, the work of the Freshman and 
Sophomore years at Chicago were made to compose a distinct 
division called the ‘“‘Academic College,”’ while that of the Junior 
and Senior years was denoted as the “University College.” In 
1896 the names of these divisions were changed to be, respective- 
ly, the “junior college” and “senior college.” 

This organization within the university was only a reflection 
of President Harper’s ideas concerning the organization of educa- 
tion more generally. It was his view that there was a distinct 
difference between the type of work which could be called of uni- 
versity grade and that ordinarily thought of as preparatory. 
He said: 

The work of the freshman and sophomore years is only a continuation of 


the academy or high-school work. It is a continuation, not only of the sub- 
ject-matter studied, but of the methods employed. It is not until the end of 


*F. M. McDowell in The Junior College, U.S. Bureau of Education Bulletin 
No. 35, 1919. 
2 McDowell, ibid., p. 11. 
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the sophomore year that university methods of instruction may be employed 
to advantage. It is not until the end of the sophomore year that the average 
student has reached an age which enables him to do work with satisfaction, 
except in accordance with academy methods. At present this consecutive 
period of preparation, covering six years, is broken at the end of the fourth 
year, and the student finds himself adrift. He has not reached the point 
when work in any of his preparatory subjects is finished A great waste 
of energy, time, and interest follows this unnatural break in the prosecution 
of the student’s work.3 

President Harper worked energetically to put his views into 
practical form. In 1902, at a meeting of schools affiliated with the 
University of Chicago, he recommended that a committee be ap- 
pointed to study the country’s educational system with a view to 
connecting the work of the eighth grades of the elementary schools 
with that of the secondary schools; the extension of the work of 
the secondary schools to include the first two years of college 
work, the reduction of the work of the seven years thus grouped 
together to six years. 

What is generally agreed upon as the first public junior college 
organized in the United States is that initiated in 1902 under the 
direction of Superintendent J. Stanley Brown with the encourage- 
ment of President Harper by the Joliet Township High School, 
Joliet, Illinois. The junior college then established by the addi- 
tion of two years to the regular high-school course has continued 
in existence since its opening and has expanded steadily. 

Practically coincident with the work of President Harper, there 
was going on in California under the influence of Dr. A. F. Lange 
developments very similar to those in which President Harper was 
interested. Writing in 1915, Dr. Lange said: 

Since 1892 the university has been gradually reshaping itself around two 
organizing ideas. One was that for theoretical and practical considerations 
alike, the university proper should begin in the middle of the inherited four- 
year college scheme; the second was and is that the work of the first two years 
is as a matter of history and fact all a piece of secondary education.4 


The remarkable development of the junior college in California 
bears eloquent testimony to the virility of Dr. Lange’s influence. 
3 William Rainey Harper, The Trend in Higher Education (Chicago: University 


of Chicago Press, 1905), pp. 378-79. 
4A. F. Lange, Bulletin of University of California, July, tors. 
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INFLUENCES IN THE GROWTH OF THE JUNIOR COLLEGE 


The outlook and planning of university educators have not 
been the only forces at work in promoting the junior college. 
European practice undoubtedly played a part. Normal schools 
felt the necessity of extension to keep pace with the advancing re- 
quirements for public-school teachers. Officials of public high 
schools argue for the junior college on the ground that opportunity 
to secure a higher education should be brought within reach of 
many who coulc not afford to go away to school; that there is need 
for certain vocational courses for large numbers of students who 
either should not or cannot go to a university; that local needs 
are sometimes better met by the establishment of local colleges; 
that certain cities are geographically remote from universities; 
that local education of collegiate grade costs the public less than 
when similar education is constructed in state universities; that 
the junior college is a cultural addition to the community; that 
classes are smaller than in the university and the student there- 
fore better taught.’ 

Some small colleges have also furthered the movement, seeing 
in it an opportunity through limiting their work to two years to 
improve the quality of their training and to escape the increasing 
competition of the universities for professional and other ad- 
vanced work. 


TYPES OF JUNIOR COLLEGES 


Junior colleges are conveniently grouped into three classes: 
public, state, and private. The title public junior colleges is given 
to those which are maintained in connection with city and high- 


5 The reasons given for junior college attendance by students in junior colleges are 
enlightening. In a Stanford study a group of 2,918 students, enrolled in 27 junior col- 
leges (all but two being public colleges), were asked to indicate the reasons for at- 
tendance at a junior college. The answers were tabulated in order of the frequency of 
their occurrence as follows: (1) to save money; (2) to prepare for work in a univer- 
sity; (3) to secure the advantage of small classes ;(4) lack of the necessary university 
entrance credits; (5) to prepare for a vocation; (6) part-time employment was avail- 
able; (7) to be with local friends; (8) because the student was needed at home; (9) 
parents thought that the student was not old enough to go away to college; (10) be- 
cause of greater opportunity in student activities; (11) because of greater opportuni- 
ty for social and moral training; (12) the student himself wishes to remain at home. 
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school districts, or as is often the case in California, in junior 
college districts coterminus with school districts. The state junior 
colleges are those maintained as, or as parts of, state institutions. 
The majority of such units are operated in connection with normal 
schools and teachers colleges. Private junior colleges are not dif- 
ferent from other private colleges, except that the length of the 
period for which they offer work is limited to two years. To these 
classes may be added a class usually called junior colleges in uni- 
versities. Examples of this class are the specially organized first 
two years’ work of a four-year university curriculum. 


THE GROWTH OF JUNIOR COLLEGES IN THE UNITED STATES 


When the first of the public junior colleges was established at 
Joliet, in 1902, there were a number of private junior colleges al- 
ready in operation in the United States, the earliest according to 
Whitney being Monticello Seminary at Godfrey, Illinois, estab- 
lished in 1835. There is no reason to believe, however, that this 
institution was a junior college in the modern sense of the term.’ 
The most rapid growth in this educational form has been in 
private junior colleges, which have increased pronouncedly since 
1908. No public-school unit followed the example of Joliet until 
1911. In the meantime 1 state junior college was organized in 
1910, and 5 others in 1911. Following 1914 the public junior col- 
lege movement gained momentum, there being no year from 1915 
to 1922, inclusive, when there were not from 3 to 9 such schools 
established. 

Even this rapid growth was overshadowed in the next eight 
years, there being at least one year when more than soschools 
were established. Studies made by Koos indicate that there were 
189 junior colleges in 1922 and 318 in 1927. Whitney reports that 
in 1928 there were 382 junior colleges, of which 146 were public 
and 236 private institutions. In the early part of 1930 the secre- 


6 For a more general discussion of types of junior colleges and their development, 
see F. M. McDowell, of. cit.; Leonard V. Koos, The Junior College, ‘University of 
Minnesota Education Series’ No. 5, 1924; and Frederick L. Whitney, The Junior 
College in America, “‘Colorado Teachers College Education Series,” 1928. 


7 Whitney, op. cit., p. 2. 
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tary of the American Association of Junior Colleges reported 429 
junior colleges and nearly 68,coo enrolment. 

The growth in junior colleges has not been restricted to any 
one section of the country. A comparison of 1927 with 1922 
shows large proportionate gains in all sections. This does not 
mean, however, that there are the same number of colleges in 
each section. The distribution of junior colleges and enrolment 
among the states is reported in 1930 to be as shown in Table I.* 


TABLE I 


Number 
of 
Junior ollege i college 
Colleges| Enrolment Enrolment 
Reported R Reported 


New Hampshire... . 
New Jersey 
New Mexico....... 


California 
Colorado 


Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 


~ 


HNHHO 


Washington........ 
West Virginia 
Wisconsin 


Oo we 


nO 


Mississippi 
Missouri 
Montana 
Nebraska 


N 


BUSINESS TRAINING IN THE JUNIOR COLLEGE 
Among the many arguments presented for the formation of 
junior colleges, suggestions that it would have a beneficent effect 
on business education are lacking, unless one reads this implica- 


8 A Directory of the Junior College, prepared by the American Association of 
Junior Colleges. 


State 
porte portec 

Arkansas............ 2,156 || 123 
207 

1,087 
Connecticut......... 336 North Carolina..... 2,309 
Ee ° North Dakota..... 350 
District of Columbia. . 308 ERE ne 1,724 
6,514 ° 
1,858 219 
2,232 Tennessee......... 1,680 
219 1,026 
Maryland... ......-. 689 
Massachusetts. ...... 621 334 
Michigan............ 2,046 321 
1,043 82 

5,344 

2 142 Total. .........-] | 67,607 

9 805 
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tion into statements that the junior college would give a better 
preparation for professional training in the university, would 
bring about a better adaptation of curricula to local needs, or 
would make possible more attention to vocational training for 
those who lacked either time, money, interest, or intellectual 
qualifications for a full college course. It is, therefore, not strange 
that attention to business training in the junior college was slow 
in making its appearance. In considering the development of cur- 
ricula in junior colleges, too much emphasis cannot be given to the 
fact that the movement was greatly influenced by the universities 
and was accordingly thought of in large part as a way of carrying 
on what had come to be the conventional first two years of college 
work. Reporting on the curricula of junior colleges in 1919, Mc- 
Dowell states that ‘traditional freshman and sophomore college 
subjects rank highest in frequency of mention.” He continues, 
“.... English, history, mathematics, and foreign language con- 
stitute the bulk of curricula in both types of institutions.”’ Study- 
ing the educational subjects offered by 19 public junior colleges 
and 28 private junior colleges, he reports “‘commerce”’ in six of 
the former group and in only one of the latter. Economics was 
offered in 13 of the former and 16 of the latter. Including such 
courses as education, mechanical drawing, civil engineering, 
printing, and plumbing in the vocational list, McDowell found 
that 17.5 per cent of the work offered in public junior colleges was 
vocational. Vocational work amounted to only g per cent in the 
private junior colleges. 

Business training in the junior colleges has gone a long way 
during the years since McDowell wrote. Junior college adminis- 
trators have shown intelligence in realizing that work can be 
planned within a single institution to fit the needs and abilities of 
various classifications of students. The result has been the de- 
velopment of several types of curricula. A good example is the 
Long Beach District Junior College of California, where three 
types exist: (1) the junior college certificate curricula, which are 
designed for those who wish to continue their work in a four-year 
college or university with a view to obtaining a Bachelor degree; 
(2) the junior college diploma curricula, made up of courses many 
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of which are given credit in colleges and universities but which are 
primarily intended for those who will complete their formal educa- 
tion at the end of the two years with the junior college work; 
(3) the éransfer curriculum, which gives an opportunity for stu- 
dents lacking sufficient recommending high-school credits to make 
up deficiencies, so that they may be admitted to the certificate 
courses. 

These three general types of curricula in this and other schools 
have become merely the basis for more elaborate developments 
within each type. In the Long Beach District Junior College, for 
example, there are ten different types of certificate curricula, il- 
lustrations being those in commerce, engineering, law, and liberal 
arts. There are six diploma curricula. These with the transfer cur- 
riculum make a total of seventeen. Examples of the diploma cur- 
ricula are those in general business, general secretarial work, jour- 
nalism, and liberal arts. 

There are altogether three curricula in the Long Beach District 
Junior College which may be classified as business curricula. 
These are a certificate business curriculum, a diploma curriculum 
in general business, and a diploma curriculum in general secre- 
tarial work. The certificate business curriculum need not be de- 
scribed, as it merely meets the college requirements of the Uni- 
versity of California. The diploma general business curriculum, 
however, may well be presented as an example of what one mod- 
ern junior college offers to its business students who will not go 
further in their business training. 


FIRST YEAR—SEMESTER I FIRST YEAR—SEMESTER II 
Courses Units Courses Units 


3 
Salesmanship III (advertising) 3 
Geography I (elements). ..... History VII (European eco- 
Citizenship I 
Electives 


Physical education........... 


English V (public speaking)... 3 English VI (public speaking).. 3 
American institutions........ 2 
| 
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SECOND YEAR—SEMESTER I SECOND YEAR—SEMESTER II 
Courses i Courses 
Accounting I 
Economics I (principles)...... 3 
Mathematics XI (investments) 3 
Psychology I (General) 
Electives 
Physical education 


The general secretarial curriculum is not strikingly different from 
the general business curriculum. Stenography takes the place of 
salesmanship in the first and second semesters, and business 
arithmetic is substituted for geography. In the first semester in 
the second year the prospective secretary’s work becomes even 
more definitely technical, one semester of history and one semes- 
ter of geography being the only major courses other than those in 
stenography, typewriting, and accounting. 

Other schools have adopted somewhat different methods of 
classification than that discussed above, so that there has come a 
wide development of commerce curricula in some form. It is these 
commerce curricula that one must survey for a view of the pres- 
ent status of business education in junior colleges. The Office of 
Education estimates that in 1930 about 67 per cent of the junior 
colleges of the country included one or more business curricula 
among their offerings. Data have been secured from 179 com- 
mercial curricula offered by 128 schools.? 


ENTRANCE REQUIREMENTS FOR COMMERCIAL WORK 


Junior colleges vary considerably in their requirements for ad- 
mission. Some emphatically stress specific subjects, a three-year 
English requirement being common, and two years each of his- 
tory, foreign language, and mathematics very frequent.” 

Admission requirements of commercial curricula of 135 junior 


9 These data were furnished by Mr. J. O. Malott of the Office of Education. The 
number of curricula is greater than the number of schools because many schools 
offer several curricula in commerce—one, for example, in bookkeeping, another in 
banking, another in general business, etc. 

10 Tt is an interesting fact that the junior colleges of California accept graduation 
from high school with 15 units of credit without imposing specific requirements. 
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colleges were surveyed. It was found that 48 require only a cer- 
tain number of units and demand no specific prerequisites. The 
admission requirements of the 87 schools making specific demands 
were analyzed and the number and proportion of these schools 
requiring specific subjects are shown in Table IT. 

It will be noticed that every school which makes an admission 
requirement requires English. It reveals also the emphasis put 
upon history, foreign language, and mathematics as prerequisites. 


TABLE II 


Subject Number Per Cent 


87 100 
69 79 
52 60 
44 51 
83 95 

I I 
86 99 
87 100 


OFFERINGS IN COMMERCIAL SUBJECTS 


Even a glance at the business subjects offered in junior college 
commercial curricula shows clearly that the creative forces at 
work have come both from high-school and college business train- 
ing. Typical high-school commercial subjects such as shorthand, 
typewriting, and bookkeeping are found in many schools. Even 
penmanship, office practice, and commercial arithmetic are oc- 
casionally offered. On the other hand, banking and finance, mar- 
keting, and business organization and management are to be 
found in the courses of a number of schools. Table III gives the 
results of a study of 128 schools. It shows the number and per- 
centage of the schools offering each of the indicated subjects. 

The vigor with which subjects typically thought of as high- 
school work have pushed themselves into these courses is shown 
in the fact that 74 per cent of the schools offer shorthand and 72 
per cent typewriting. While 84 per cent give bookkeeping and ac- 
counting, this may be as much due to college imitation as to high- 
school emulation. The prevalence of shorthand and typewriting 


Foreign language.......... 
Mathematics... 
| 


EDUCATION FOR BUSINESS AND JUNIOR COLLEGE 293 


must not, however, be entirely attributed to imitation of the high 
school. Many of the students in junior college commercial courses 
are those who have taken a non-commercial course in high school 
and who find in the junior college an opportunity for vocational 
training. For students taking such training the junior college is 
not unlike the post-graduate and drop-out courses already dis- 


cussed. 
TABLE III 


Subject Per Cent 


Bookkeeping and accounting 
Shorthand 

Typ 

Economics 

Commercial law 

Salesmanship management.......... 
Business organization and manage- 


Commercial arithmetic and statistics 
Office practice 

Secretarial practice 

Business English 

Banking and finance 

Commercial geography 

Penmanship 

Advertising 

Machine operation 

Other courses 


College imitation in the commercial course is to be found in the 
fact that economics is offered in 62 per cent of the schools, busi- 
ness organization and management in 30 per cent, and banking 
and finance in 23 per cent. 


REQUIREMENTS IN COMMERCIAL CURRICULA 


Requirements show more clearly than offerings the philosophy 
of curriculum planners. The range of subjects required in the 
commercial work of one or more junior colleges is indeed wide. 
There is evidence that military drill and Bible, as well as chemis- 
try, statistics, foreign language, typing, office practice, and ad- 
vertising are believed to add something desirable to equipment for 
business life. 

A study of 179 junior college commercial curricula shows that 


| 108 84 
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92 72 
79 62 
68 53 
45 35 
ment . aoe 38 30 
36 28 
35 27 
34 27 
34 27 
29 23 
25 20 
18 22 
16 12 
5 4 
43 34 
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bookkeeping and accounting was the subject most frequently re- 
quired, being found as a prescribed subject in 69 per cent of the 
curricula examined. English, required by 68 per cent, was a close 
second. Typewriting and economics are the two subjects next 
most frequently required. Next in order comes shorthand, fol- 
lowed by commercial law. Table IV lists ali of the required sub- 


TABLE IV 


Subject Per Cent 


General 
English (except business English) 
History and social science 
Mathematics (except commercial 
Military drill and physical training. . 
Science (chemistry, physics, etc.)... . 
Foreign languages 
Psychology 
Political Science 


Other general subjects 
Commercial 
Bookkeeping and accounting 


Business English 
Business organization and management 
Commercial arithmetic and statistics 
Salesmanship and marketing 
Office practice 

Banking 


Commercial 
Advertising 
Other commercial subjects 


jects found in the 179 curricula examined, and shows the number 
of curricula and the percentage of the total number of curricula in 
which each subject occurred. 

Even the above table does not give a complete picture of the 
importance of each subject in the requirements of commercial 
curricula in junior colleges. It shows in how many cases there is 
some requirement in particular subjects, but it does not take into 
account the amount of each subject required. It does not differ- 
entiate between a requirement of two years’ work, or a require- 
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ment of less than one year’s work. To bring out these differences 
and to compare the requirements of one school with those of other 
schools, the number of units required in each subject was ex- 
pressed as a percentage of the total number of units required to 
complete the work of the whole course of study. Then this count 
was distributed to show the number of curricula requiring that 
various percentages—under 5 per cent, from 5 to 10 per cent, etc. 
—of the work must be in specified subjects. (See Table VI.) 
These data were then summarized so as to compare the amount 
of work required to be done in general subjects with the amount 
required to be done in commercial subjects. In Table V is shown 


TABLE V 


Percentage of Total Curriculum General Commercial 
Requirements Subjects Subjects 


the number of cases in which it was found that certain percent- 
ages—less than 10, 10-20, etc.—of the work was required to be in 
general or in commercial subjects. 

It will be noted from this table that there were 48 of the 179 
curricula examined which required 50 per cent or more of the 
work to be in general subjects. It is considerably more common, 
however, for the largest part of the requirements to be in commer- 
cial subjects. 


THE ROLE OF THE JUNIOR COLLEGE IN BUSINESS EDUCATION 


The junior college stands in a peculiar place in American educa- 
tion. It has not one réle in business training but two, and these 
should be clearly differentiated. In so far as students begin busi- 
ness training in the junior college with a view to continuing such 
work to graduation in a four-year college or university, courses in 
business must be planned which will make that continuation effec- 
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tive and easy. These may be called university preparatory 
courses. The curricula for such courses should be patterned after 
those in the first two years of the commerce courses in the best 


TABLE VI 


NuMBER OF CURRICULA REQUIRING INDICATED PERCENTAGE OF 
Work To BE IN PARTICULAR SUBJECTS 


PERCENTAGE OF TOTAL CURRICULUM REQUIREMENTS 


50 or 


General 


History and Social Science. . . 
Science (chemistry, physics, 


hguages 
Mathematics (exc 
mercial arithmetic 


Military drill and physical 
training 


Business organization and 
management 

Shorthand 

Typewriting 

Secretarial training 

Bookkeeping and accounting 

Commercial arithmetic and 
statistics 

Office practice 

Business English 


NON 


Commercial geography 

Commercial law 

Other commercial subjects. . . 
Electives 


fs OL 


universities. If the students of a given school go in a large propor- 
tion to a certain university—a state university, for example—it 
may be well to plan one course with some special reference to that 
fact. In this there is no intention to imply that junior college 
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leaders must be satisfied with mere imitation of the universities. 
If they believe that the business work in the first two years of the 
universities is poorly planned, they should exert every possible 
influence to improve it. They should point out defects to college 
authorities and inform junior college students of their opinions. 
But so long as the students plan to spend their last two years at 
particular institutions they should be given opportunity to meet 
the requirements of these institutions. 

A second class of business courses, quite different, should be 
organized for those students who do not expect to go beyond the 
junior college." For students with this expectation the junior col- 
lege should offer terminal courses—terminal in the sense that they 
are expected to conclude the student’s formal education. There 
should be terminal courses of several sorts: some of an altogether 
technical character planned for those who wish to stay in junior 
college only long enough to attain skill in some technique; others 
designed for students who plan to stay one but not two years; still 
others for those who expect to finish junior college, but who do not 
plan to go “away to school.” The inclination on the part of some 
administrators will be to make all terminal courses distinctly vo- 
cational courses. Some technical business work may be desirable 
in each one, but the amount and type of technical work given 
should be considered most carefully. The test of what technical 
work should be included in each terminal course should be the 
answer to the question: What technical skill must a student have 
to perform well the tasks which he is likely to secure when he first 
enters the business world at the age at which he leaves the junior 
college? It must be borne in mind that the student who enters the 
business world on graduation from the junior college will be typi- 
cally around twenty years of age and may properly have ambi- 
tions and ideas for the future similar to those of students who have 
been in attendance for several years at a four-year college. 

Typically the technical work—excepting so far as it is necessary 


* A third type of work, called in some cases a “transfer course,’’ may be desir- 
able to aid students who enter with deficiencies to make up these. Work may also 
be given to help those students who change their plans after entering the junior 
college. 
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to an understanding of more general ideas—should come late in 
the course. It should be given as much time as the best practice 
shows to be necessary. That there is a growing tendency for stu- 
dents to secure a late vocational sharpening following general 
work, as is suggested here, is shown by the increasing proportion 
of business-college entrants who are high-school graduates or who 
have had some college work. 

Of greatest importance in the longer terminal courses should be 
the analytical and descriptive work which will assure the graduate 
an understanding of the business and economic world which he is 
to enter. Into this curriculum should be put in especially adapted 
form everything which the best collegiate schools of business have 
developed for giving enlightenment concerning business adminis- 
tration in the social and political environment in which business 
is carried on. While the typical graduate of this course may take a 
technical position at the beginning of his career, he will not be in- 
clined to regard that as the goal toward which he is working. The 
junior college will do justice to him only if it prepares him to com- 
pete as adequately as possible with students who have attended 
four-year college courses. The organization of the business cur- 
riculum for the non-terminal courses of the junior college is com- 
paratively easy. The organization of the business curriculum of 
the terminal courses of the junior college is a difficult but chal- 
lenging task. 


LEVERETT S. LYON 
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Policy and Ethics in Business. By Cart F. TAEuscu. New York: 
McGraw-Hill Book Co., 1931. $5.00. 


Mr. Taeusch has produced what is probably the best work published 
to date on the subject of business ethics. It does not treat of business 
policy in the technical sense of the term except in so far as policy con- 
cerns external relations bearing upon ethical principles. 

The subject matter of the book is well organized. The first two chap- 
ters constitute the finest introductory statement and survey of the 
field of business ethics to be found. The author traces the influences 
of climate, resources, religions, racial stocks, politics, and the western 
frontier upon the ethical concepts of the United States as a whole, 
and shows how differences in these influences have produced different 
concepts of proper business ethics in various parts of the country. 
Anyone interested in the subject of business ethics will do well to 
read this section. 

The remainder of the volume deals with specific phases of business 
ethics. Three chapters are devoted to the Sherman Anti-Trust Law; 
its historical background; the Supreme Court’s early interpretation, 
which was hostile to all corporations of great size; and the later inter- 
pretation, which differentiates between practices, monopolistic or 
otherwise, and the size of the corporation. Court decisions are cited 
and quoted and the discussion is excellent. 

The next section is entitled ‘““The Structure and Dynamics of Busi- 
ness.” Chapter headings are: ‘“Full-line Forcing,” “Extension of 
Functions and Mergers,” “Management Relations,” ‘Legitimate 
Trade Channels,” and “‘Trade Association Activities.”” Most of the 
discussion, except for that in the chapter on “Management Relations” 
is based on cases which have found their way into the courts and the 
legal decisions thereon. The Continental Trading Company case is 
treated from its inception to its culmination in the Rockefeller-Stewart 
battle for control in the Standard Oil Company of Indiana election 
of 1929. The case history of the failure of the National City Bank of 
New York-Corn Exchange Bank Trust Company merger in 1929 is 
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given, together with its advertising reverberations, and it is thoroughly 
discussed in respect to its ethical aspects. 

Three chapters are devoted to the ethics of price policies. In this 
section and that following (entitled “Unfair Trade Methods’’), the 
undelineated boundaries between law, business ethics and business 
policies cause much difficulty. At times the discussion must be almost 
entirely legal, as in the chapters on “Resale Price Maintenance and 
Price Discrimination,” ‘Competitive Bids and Commercial Bribery,” 
“Trade Piracy and Misrepresentations,” the ethics of the situations 
being obvious and the only question of policy being whether the enter- 
prise wishes to take a chance on governmental prosecution. In other 
chapters, ‘‘Price Cutting and Reciprocity Buying” and “Espionage, 
Criticisms and Other Vexatious Tactics,” the questions of policy and 
ethics are paramount, the legal considerations being limited to civil 
liabilities or Federal Trade Commission ‘‘cease and desist” orders. 

The last section of the book, entitled ‘“Self-regulation in Business,”’ 
is the best of those sections dealing with specific aspects of the subject. 
Here he treats of the problems in advertising, cancellation of contracts, 
limitation of production agreements, and the set-up of commercial 
arbitration and its advantages. 

The principal adverse criticisms which can be leveled against the 
book are: (1) the scarcity of citations of situations (in view of the 
author’s position as editor of the Harvard Business Review) which have 
given rise to conflicts over questions of business ethics during the past 
eighteen months, when competition has been unusually fierce and pro- 
ductive of friction; (2) the use of fictitious names in citations of Fed- 
eral Trade Commission cases where the actual corporate or individual 
names are of record. Some of the practical value of the discussion is 
sacrificed when, for example, Sears, Roebuck and Company is called 
Browns, Stagman and Company. 

Nevertheless, this book is the first complete textbook on the sub- 
ject of business ethics which covers the field thoroughly and which 
furnishes illustrative materials as a basis for discussion of each aspect. 


University oF CHICAGO J. K. Faxon 


The Farm Board. By E. A. StokpyK and CHartes H. WEst. 
New York: Macmillan Co., 1930. Pp. 197. $2.00 
This little book “‘is written primarily for the layman rather than for 
the specialist in the field of agricultural economics,” but it is written 
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by agricultural economists, so the conclusions reached will be of inter- 
est to more exacting readers. There has been a need for a book of this 
sort, one that would both explain clearly and examine critically the 
Agricultural Marketing Act, and the authors in preparing it have per- 
formed a useful service. 

The content of the book may best be indicated by giving the titles 
of its ten chapters: I. “Economic Factors which Led to the Passage 
of the Agricultural Marketing Act,” II. “The Drive for Farm Relief,” 
III. “General Scope of the Farm Board Act,” IV. “Loans,” V. “Stabili- . 
zation Corporations,” VI. “Price Insurance,” VII. “Clearing House 
Associations,” VIII. “Advisory Commodity Committees,” [X. “Some 
of the Present Activities of the Board,” X. “Possibilities and Limita- 
tions of the Farm Board.” Appendices present information on the 
personnel of the Farm Board, and give copies of the Agricultural 
Marketing Act, and other documents showing Farm Board operating 
practice. 

Certain statements of opinion are worth noting, especially the one 
(p. 76) concerning the loan features of the Act. 

The loan features of the Act are another step in the development of agricul- 
tural credit facilities. Of equal importance is the fact that the lending pro- 
visions make the work of the Farm Board effective. Without these powers 
the Farm Board would be merely an advisory council, and although it is as 
an advisory agency that the Farm Board will be of most service to agriculture 
(reviewer’s italics) the Board’s financial powers will insure the adoption of its 
policies. 

If the Farm Board forces its program through its loan policy, its policy 
rather than “‘advisory”’ would seem to be “supervisory.” 

The authors take the general position (p. 97) that the stabilization 
corporation “‘is a dreaded drug and not a cure,” and observe that “‘if 
agricultural production could be stopped as easily as it can be stimu- 
lated we would not have any lengthy depression Some adjust- 
ments have already taken place. A stimulant to production [via stabili- 
zation corporations] would wipe them out.” 

In discussing the Advisory Committees, chapter viii, the authors 
again state that “this phase of the Farm Board's activities will receive 
increased attention. Furthermore, it is the authors’ opinion that the 
development of suitable planting and breeding programs is the most 
effective and permanent method of dealing with an economic surplus.” 

What then are “the possibilities and limitations” of the Farm Board 
other than those mentioned above? The authors state, for one thing 
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(p. 143), that “the opportunity of supervising the management of co- 
operatives, which the granting of loans implies, is likely to put weak 
co-operatives on their feet. This feature is the most important service 
that the Board can render to co-operatives.”’ Later (p. 145), the state- 
ment is made that “the Farm Board can act as a ‘bank examiner’ and 
check possible disaster brought on by mismanagement—a service 
greatly needed.” The authors believe that the Farm Board alone can- 
not solve the agricultural problem. They close by giving a list of the 
adjustments necessary to improve the lot of the farmer, only a few of 
which, in the view of the authors, can be furthered directly under the 
Agricultural Marketing Act. 

If the question should be raised—Does the present volume ade- 
quately explain the work of the Farm Board, the answer that must be 
given is, no. The book is interesting, suggestive, but too sketchy to be 
conclusive. Along with the book should be read the “First Annual 
Report of the Federal Farm Board.” 

JoserH G. Knapp 
Nort CAROLINA STATE COLLEGE OF AGRICULTURE 


Labor and the Sherman Act. By EDWARD BERMAN. New York: 
Harpers, 1930. Pp. xviii +332. 


Professor Berman has made a distinct contribution to the growing 
body of literature with which the student of labor and labor problems 
must become familiar. In particular, the discussion of the historical 
background of the Sherman Act and of the probable intent of Congress 
in enacting that statute, even if the book contained nothing else, would 
justify its publication. Every student of the law of labor in this coun- 
try must take account of this book, so long as the Sherman Act remains 
in force and applicable to the activities of labor unions; and, even after 
that, the historical student will find, in text and appendices, invaluable 
aids to an understanding of this phase of the development of solutions 
or attempted solutions of the problems which are raised by the ac- 
tivities of organized labor. 

For all this, the closing chapter of the book, “What of the Future,” 
leaves one with a distinct feeling of disappointment. With everything 
which the author says in this chapter, the present reviewer finds him- 
self in hearty agreement; but it is believed that at least one important 
matter has been overlooked. Almost the final words in the chapter are 
“political and economic injustice.” It seems fairly certain that there 
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are many persons who, honestly enough, do not believe that there is 
any political or economic injustice in the labor situation; and there are 
other persons who, with equal honesty, believe that whatever of in- 
justice there is, works in favor of the organized labor groups. Now, we 
cannot, if we would, cavalierly brush the views of these persons aside. 
We must take account of their opinions, and they of ours. And we can 
come to no sort of agreement upon the “justice” or “injustice” of 
social policies with respect to organized labor until we have estab- 
lished some standard or standards by which to measure “justice.” 
Professor Berman himself demonstrates that the “rule of reason” gets 
us nowhere, since reasonableness is one thing to one group and some- 
thing else to another. It may even carry different meanings to the 
same person under different circumstances. 

In the development of a standard or standards here, there seem to 
be two major issues. First, what sort of a standard or standards shall 
we adopt? Shall it or they be ethical, moral, economic, sentimental, 
emotional? Or what shall be the basis of measurement? Shall, or can, 
such standards be stated in terms of a socially efficient organization 
of all production of economic goods with the ultimate goal of making 
available to every contributor to the process a share of the results 
which, in view of all the facts, is an equitable share? If not, in what 
terms can our standards be developed? Second, how can we apply 
such standards, if and when they are developed, to the conditions of 
the workaday world? How can we measure the distribution of the 
production of industry in accordance with such standards? It seems 
quite idle to attempt to discuss “political and economic injustice,” 
until these problems have at least been stated. It seems rather futile 
to try to apply a “rule of reason” or some other test which means 
different things to different men. We do not understand anyone, and 
no one understands us, unless there exist common standards of meas- 
urement—measurement of the meanings of words, and measurements 
of the value of conduct—by the use of which we can reach common 
ground. 

It cannot be that Professor Berman does not believe that these 
matters do not belong to a discussion of the Sherman Act as it affects 
labor activities. The very title of the closing chapter of his book sug- 
gests that these inquiries should be opened at every opportunity. 
Until they are opened and carefully worked upon, we never shall know 
what the problems of labor “are all about.” If the other parts of this 
book have been correctly interpreted, there are here and there sug- 
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gestions which indicate that Professor Berman recognizes the insist- 
ence and importance of these issues. There are other things which 
indicate that he is quite capable of opening the discussion and of carry- 
ing it a long way. It is distinctly to be regretted that he has not spe- 
cifically attempted the task in connection with this book. 


Jay Fintey Curist 
UNIVERSITY OF CHICAGO 


The Réle of Agricultural Fluctuations in the Business Cycle. By 
V. P. TimosHENKO. University of Michigan Business Studies, 
II, 9 (1930), 89. $1.00. 

After reading statements on the causes of the 1930-31 depression in 
such terms as overproduction, overexpansion in speculation, gold 
shortages, maldistribution of gold and credit, governmental interfer- 
ence with commodity prices, the student of economics will find it re- 
freshing to pick up a small volume on The Réle of Agricultural Fluctua- 
tions in the Business Cycle, by V. P. Timoshenko, and have his attention 
centered on what only a few writers have considered the chief factor in 
causing business fluctuations, He will find here not a discussion of the 
latest major depression, but rather a brief review of the course of agri- 
cultural production, prices, exports, non-agricultural prices, gold im- 
ports, and money in circulation, during the forty-year period between 
the Civil War and the World War. In this review an attempt is made 
at bringing together two sets of theories on business cycles, those which 
find agriculture the causal factor and those that find the cause in 
credit and monetary conditions. The link is the influence of agricul- 
tural exports on gold imports and bank resources. The author con- 
cludes that “agricultural fluctuations have been one of the most im- 
portant factors in the generation of business cycles in America,”’ par- 
ticularly prior to 1900. 

In words from the author’s own summary and main conclusions the 
argument runs about as follows: 

1. The agricultural production of the United States reveals certain 
cyclical fluctuations, They are somewhat masked by irregular oscilla- 
tions, are not strictly periodic in character, and show smaller ampli- 
tude since 1900. 

2. Cycles in the physical volume of crops generate crop price cycles © 
which in turn result in cyclical fluctuations in the ratio of agricultural 
to industrial prices. 
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3. These cycles in the ratio of agricultural to industrial prices may 
be in part responsible for business cycles, since a low ratio generally 
precedes or is coincident with business revival; a high ratio very often 
occurs during periods of great prosperity or financial stringency and 
precedes or is coincident with recession. 

4. “Large crops do not regularly increase the purchasing power of 
farmers, but they do generally increase the purchasing power of the 
railroads and of dealers in agricultural products.” 

5. “Cycles in the physical volume of agricultural production gen- 
erate cycles in agricultural exports” and these “cause fluctuations in 
the balance of trade and in the inflow and outflow of gold,” and con- 
sequently in the rate of increase in money in circulation. 

6. ‘“‘A comparison of business annals with such measures of agricul- 
tural activity as an index of crop production, agricultural price ratios 
and agricultural exports” demonstrates the dependence of the business 
cycles upon agricultural factors. 

Timoshenko first develops the controversial question as to the exist- 
ence of cycles in crop production and in agricultural production as a 
whole, and concludes from an index of production of ten crops that 
there are cycles in crop production exhibiting ‘a regularity not less 
pronounced than those of pig iron,” a duration of about seven years, 
and an amplitude smaller after 1900 than before. Similar conclusions 
hold when to this index is added a measure of fluctuations in the 
marketings of cattle and hogs to represent agricultural marketings as 
a whole. On these facts as to the existence of cycles, particularly as 
revealed by two-year moving averages, the author takes issue with the 
conclusions of the Harvard Economic Committee. These indexes of 
production raise in the reader’s mind a number of questions, as to the 
adequacy of the basic data and the method of weighting production 
data that shift in importance from 1866 to 1926, which the author does 
not discuss. Judging from the composition of the index of crops it ap- 
pears that it is largely dominated by the fluctuations in corn and hay 
production, and there is the possibility that the addition of marketings 
of livestock may represent a duplication of these feed crops. 

The next problem examined is the relation between crop values, 
crop prices, and crop production. Using indexes for each, the conclu- 
sion is reached that crop price cycles are generated by cycles in agri- 
cultural production, There are also cycles in industrial prices as re- 
vealed by an index of prices of ten industrial commodities (three of 
which are essentially agricultural, wheat flour, sugar, and cotton piece 
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goods), but agricultural prices are more flexible, rising higher in pros- 
perity and declining lower in depression. Consequently there are cycles 
in the ratio of agricultural to non-agricultural prices. 

These ratios the author considers very important factors in indus- 
trial activity, reasoning that low ratios represent (1) favorable profit 
margins to entrepreneurs on their purchases of raw materials, (2) low 
food costs which release a larger buying power for industrial produc- 
tion, and (3) larger physical turnover for distributors of farm products. 
This leads him into a brief examination of the relation between price 
ratios and the annals of business cycles taken from Thorp’s Business 
Annals for the period 1867 to 1925, with the conclusion that “practi- 
cally without exception a low ratio precedes or coincides with business 
revivals and a high ratio very often precedes business recessions.” 

Agricultural exports are next considered in relation to business. It 
is pointed out that the fluctuation in the value of exports correlates 
highly with volume, and that volume of exports depends in part on the 
volume of production, and this leads the author to conclude that 
“large crops not only create favorable conditions for industrial profits 
in the industries using agricultural products as raw materials, but also 
bring additional purchasing power from abroad to the business group 
in the export of agricultural products.” “A rather close relationship 
to business cycles” is claimed for cycles in agricultural exports with 
a tendency for business cycles to lag behind cycles in agricultural ex- 
ports from six months to a year, but the data on this point, as well as 
on the claim that “all major cycles in agricultural production generated 
cycles in agricultural exports,” are not entirely convincing. 

From this point it is reasoned that large agricultural output creates 
a favorable balance of trade, leading to gold imports which in turn 
facilitate the general expansion of business. This Timoshenko consid- 
ers the necessary link between the monetary theories of business cycles 
and those which stress agricultural fluctuations. A further reconcilia- 
tion he finds in comparing exports with the rates of increase of total 
stock of money and of money in circulation in the United States. In 
spite of the citation of coefficients of correlation, the facts again are 
not convincing. 

The author goes a step further in attempting to “link the agricul- 
tural explanation of business cycles in America to the credit theory of 
business cycles,” examining the relation between agricultural exports 
and (1) the rate of increase of lawful money in the New York clearing 
house banks and (2) the ratio of loans to deposits on the assumption 
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that agricultural exports may be related to bank reserves, but at best 
according to the reviewer these lead only to a suggestion as to “the 
mechanism through which fluctuations in the physical volume of agri- 
cultural production may generate cycles in business activity.” 

This part of the bulletin is followed by another review of business 
annals, but this time they are discussed in relation to agricultural pro- 
duction, exports, and prices, instead of agricultural price ratios alone. 

Having come to.the conclusion that business cycles are closely re- 
lated to the two factors, agricultural price ratios and agricultural ex- 
ports, both of which are basically related to the physical volume of 
crop production, Timoshenko follows H. L. Moore’s example and cor- 
relates crop production with pig iron production and obtains a relation 
not as significant as indicated by Moore’s coefficient of correlation. 
Timoshenko also finds a three-year lag instead of Moore’s two-year 
lag in pig iron after-crops. In recent years the relation is even less 
significant than in the earlier years. The low coefficients are explained 
on the ground of variations in the lag between crop fluctuations and 
pig iron. The smaller degree of relationship in recent years is explained 
on the ground that formerly crop production stimulated railroad ex- 
pansion which in turn stimulated pig iron industry and that the latter 
is now much more dependent on consumption by other industries than 
by the railroads. Similar unsatisfactory results are obtained by cor- 
relating crop production with a general index of business activity of 
the American Telephone & Telegraph Company and the author finally 
concludes that “the detailed analysis and interpretation of business 
annals through agricultural factors is perhaps more convincing than 
the results obtained by the correlation method.” 

This last conclusion may in fact be made to apply to most of the 
material presented in this Bulletin. The coefficients of correlation upon 
which rest a number of the conclusions as to causal relations are for the 
most part given without any indication as to their probable errors and 
most of them indicate small “coefficients of determination” such as 
one might obtain from many a random correlation. 

Possibly, in diverse relations such as exist between agricultural and 
industrial activity one should not expect more exact statistical rela- 
tionships, or more nearly comparable cyclical fluctuations; if so, the 
reader should also bear in mind that in a non-statistical argument such 
as a comparison between business annals and a series representing 
agricultural fluctuations, it is frequently possible to select out of a 
variety of elements the one which fits the particular argument. This 


BOOK REVIEWS 309 


fact may indeed be responsible for the numerous theories of business 
cycles, for there are plenty of elements to support almost any theory. 

The chief merit of this bulletin lies in the fact that it brings to- 
gether in a small volume many of the threads of influence that run 
between agriculture and business, although there are many more not 
included. The ideas presented here are suggestive of further lines of 
research, but further lines of work in this field will probably need to 
develop in greater detail the facts as to the production, price, and in- 
come relations for specific commodities or groups of commodities and 
their relation to specific lines of industrial activity. For example, the 
cotton crop and the purchasing power that farmers derive from it have 
a bearing on industrial activity and on the farm market for industrial 
goods quite different from the relation of livestock production and in- 
come. The agricultural export and gold import relations and their 
bearing on credit resources and business activity are hardly adequately 
treated by citing gross correlations. Here, too, different results would 
appear if the major export commodites were treated separately. For 
example, in the case of wheat the United States frequently exports 
large quantities in years of high prices when shortages exist abroad so 
that the value of exports tends to be greater for large quantities. But 
in the case of cotton, the heavy exports have frequently come in years 
of domestic large supplies and low prices. The author points out that 


many of the agricultural-industrial relationships are obscured by shift- 
ing lags which yield low coefficients of correlation. It may be added 
that another reason for obtaining results, either positive or negative, 
conclusive or inconclusive, may result from adding together many 
agricultural items of diverse significance and treating them as a unit 
for generalization. 
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